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Mubarak puts 
new proposals 
to Netanyahu 

Egypt has drawn up a set of proposals which 
could break a two-month deadlock in the Middle 
East peace process and bring Israeli and Pales- 
tinian leaders Into direct talks. Following three 
hours of talks with Israeli prime minister Benja- 
min Netanyahu In th& Egyptian resort ofSharm 
el-Sheikh yesterday, 
President Hosni 
Mubarak of Egypt Cleft) 
said be had put new 
proposals to the Israeli 
premier tad would 
arrange a meeting 
between Mr Netanyahu 
and Palestinian leader 
Yassir Arafat. The 
proposals marked a 
shift away from Arab 
demands that the set- 
tlement policy, continuation of which is a key to 
Mr Netanyahu retaining the support of his 
rightwing coalition partners, be abandoned out- 
right Mr Mubarak said in an exclusive inter- 
view with the Financial Times: “It may not be 
called new concessions. It’s a kind of narrowing 
the gap between the two sides.” Page 16; Souk- 
style haggling. Page 14 

Khatami cool over change: Iran’s 
president-elect Mohammad Khatami disap- 
pointed those who expected to hear proposals 
for greater cultural and social freedoms. In his 
first press conference since his landwH/fp victory 
last Friday he stressed his Twiamte credentials, 
the Importance of the co untr y's spiritual leader . 
Ayatollah Khamenei, and Iran's independence 
and security "within the framework of the • 
Islamic c on sti tu tion”. Page 6 

EM cuts ba ck In IEB: UK nrusic company . 
EMI Group announced plans to rationalise its 
North American record labels and to return - 
roughly £520m ($&2.4m) of capital to investors 
in a share buy-back. The cost cutting will 
include shedding 35 senior executives and drop- 
ping an unknown number of artists. Page 17 

Saga merger with Bandal off: Japanese 
video game maker Sega and Bandal, Japan's 
largest tnvmaker which diwnlqpaH tha ptefnmta . 
nally successful tamagoichi virtual pet, called 
off their merger a day before the agreement was 
to be signed. Page 17 

Alphatee default danger? Thai computer 
chip manufacturer Alphatee Electronics warned 
it was in danger of defaulting on nearly $80m in 
obligations to international creditora due next. . 
month. The Thai cabinet set up a commi ttee to ~ 
explore ways of bailing out one of the country’s 
flagship exporters. Page 17 

Caspian la Dutch talks: Caspian group, 
owner of UK football dub Leeds United, have 
held talks with Dutch dub PSV Eindhoven 
about an alliance involving an exchange of 
equity stakes and an agreement to share play? i 

ers-ff the deal goes through it will be the first • , 
time a British club has finked with one from 
overseas. Page 22 


Russian leader stuns alliance with surprise move after signing security pact 
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By. David Buchan In Paris 


Mr Boris Yeltsin, the Russian 
president, caused a sensation 
at: a summit meeting with 
Nato leaders in Paris yester- 
day .by promising that .Russia 
would no longer target any 
nuclear missiles at the 16 
countries of the western mili- 
tary affiance. 

Mr Yeltsin’s surprise decla- 
ration came just after he and 
leaders of the Nato countries 
had signed a historic security 
pact partnership. 

Alter- hailing the agreement 
for introducing “a new phase 
in the life of a peaceful 
Europe”. Mr Yeltsin unexpect- 
edly returned to the podium in 
the Elysfee palace. ”1 have 
taken a decision today,” said 
the Russian president, who 
has a ; record of making 
impromptu' statements. 
“Everything that is aimed at 


TV appeal 


countries present here - all of 
those weapons - are going to 
have their warheads 
removed.” 

Russia and the US had 
already agreed not to target 
each other’s cities, but Mr 
Yeltsin's decision appears to 
cover all of Nato. 

While Mr Yeltsin’s declara- 
tion boosted tile celebratory 
mood. It caused some confu- 
sion even among Mr Yeltsin’s 
aides. Mr Yeltsin’s spokesman 
eventually explained: “The 
president means that the war- 
heads will not be targeted at 
the states which have signed 
the Founding Act." 

In Moscow, the Russian 
defence ministry said later all 
the country’s nuclear war- 
heads had been retargeted 
away from Nato ™nHnna 

The Founding Act on Mutual 
Relations, Cooperation and 
Security signed yesterday is 
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PS President Bill Clinton and Russian leader Boris Yeltsin shake hands after signing a historic security pact in Paris mauncAP 


essentially designed to ease 
Russian anxiety about Nato’s 
plans to extend its member- 
ship eastwards. 

A Nato official said clarifica- 
tion of Mr Yeltsin’s remark 
was a perfect topic for debate 
within the new Nato-Rmsla 
Council, set up under yester- 
day’s pad The council, which 
will have its own permanent 
secretariat, is supposed to give 
Russia and Nato a voice, but 
not a veto; in each other's 
security derisions. 

Western leaders went out of 
their way to bolster Mr Yeltsin 


against domestic criticism. 
President Bin Clinton praised 
“the courage and vision of 
Boris Yeltsin to imagine a 
fi xt u re different from the past". 
The Russian president's oppo- 
nents have argued that the 
pact gives Moscow little, in 
return for allowing Nato to 
expand near Russia’s borders. 

“Russia still views nega- 
tively Nato’s expansion plans.” 
said Mr Yeltsin. He stressed 
the difficulty of the six negoti- 
ating sessions, but said: “Nato 
has taken into account our 
interests” by promising that it 


would not put nuclear weap- 
ons or permanently base 
troops (from other Nato coun- 
tries) in the new Nato states. 

At its July 6-9 summit in 
Madrid, Nato is expected to 
invite Poland, the Czech 
Republic and Hungary to join. 
Moscow opposes a similar invi- 
tation for the three Baltic 
states - which made clear yes- 
terday at a regional meeting in 
Talinn with Poland and 
Ukraine that they still hoped 
to join Nato one day. 

Mr Clinton, who has been 
the main advocate of Nato 


.expansion, said he was deter- 
mined to "create a future 
where European security is 
not a zero sum game" with 
Nato gaining at Russia's 
expense or vice versa. 

French president Jacques 
Chirac, host of yesterday’s 
meeting, said “the Paris agree- 
meat does not shift the divi- 
sions created in Yalta [the 1945 
summit that carved Europe 
into Western and Soviet zones 
of influence], it wipes them out 
once and for all.” 

Editorial Comment, Page 15 


Setback for Clinton over sex lawsuit 


Socialists 


By David Buchan and. 
Amkuw Jack irr Paris 


Banco Santandar takas aW dm Spain’s '. 
Banco Santander has agreed to pay $594m for .a 
controlling stake in Argentina’s Banco Rio d£la 
Plata, giving it a leading position among the~ r '••• 
country's private-sector banks. Page 17 

Dairy boards Itok up: The boards of the 
Avoumore and Waterford daisy c o mpanies have 
agreed to merge, creating the largest milk com- 
pany in Ireland and the UK, and the third larg- 
es£ in the European Umon. Page 17 

Prpdl fags to win co n— n au as Italian 
prime minister Romano Prodi has failed in his 
first attempt to forge a consensus among the 
parties backing his centre-left government on 
cutting pensions and welfare benefits. Page 2 

Koruna plunge* on debut: The Czech 
koruna made its debut on foreign exchange 
markets as a floating currency but foil 10 per 
cent below its last fixed level against a hard cur- 
rency basket Page 2 

C a aa o f lr o InWaHvos The US government is 
discreetly stepping up pressure on the IRA to 
declare a ceasefire as part of a renewed diplo- 
matic offensive over Northern Ireland- Page 16 

Metro to double capital: German ^ 
cash-and-carry retailer Metro said It would 
reach into its reserves to fund a scrip share 
issue that would double its capital. Page is 


FTxomc the FT web ate provides online news, 
mnwwprw and analysis at http://www.FT.com 
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President Jacques Chirac 
yesterday warned French vot- 
ers not to return to “the 
Socialist ideas of yesterday”, 
in his fight to keep Us centre- 
right government in power at 

8nnday *S Wml par H a mm - 

tery election round. 

in Us most forceful inter- 
vention yet in toe campaign, 
the president -said an nation- 
wide TV that France had too 
long delayed reforms “which 
have cost us dear hi Jobs, 
taxes, debt and also In illu- 
sions”. Promoting a French- 
style, model of economic liber- 
alism, he said France needed 
an economy built on “initia- 
tive and liberty*, a state 
"more efficient and more 
decentratiaed”, and a "reno- 
vated” welfare system protect- 
ing its people' from “the 
effects of globalisation". ’ 

Mr CMriur paid tribute to 
the “self sacrifice and cour- 
age” of Mr Alain Juppe who in 
the wake of the centre-right’s 
surprisingly bad showing in j 
last Sunday’s first round elec- 
tion announced he would quit 
next week as prime m inister, 
whatever the final election 
result. 

The president sought to use 
last night's address to give the 
centre-right’s flagging cam- 
paign a new boost. 

He implicitly warned voters 
against forcing a leftwlng gov- 
ernment on him, splitting 
power in France and thereby 
weakening France’s voice 
abroad. “I hope that the 
majority you choose win not 
risk endangering the construc- 
tion of Europe", Mr Chirac 
told Us viewers. “France must 
be strong, coherent and deter- 
mined to defend Its interests 
In the major negotiations” 
under way in Europe. 

Seeking to blunt the Jeffs 

Continued omPage 16 
Contenders line up, Page 2 
One certain loser, Page IB 


By Patti waidmefr in 
Wa s hingto n 

a,*—. ■ •* • , 

The US Supreme Court 
yesterday dealt president Bill 
Clinton a political setback, rul- 
ing unanimously that Ms 
Paula Jones can pursue her 
sexual harassment suit against 
him while he remains in office. 

The unexpected ruling will 
increase pressure an the White 
House to seek an out-of-court 
settlement of the suit, in 
which Ms Jones alleges that 
Mr Clinton tried to use his 
position as governor of Arkan- 
sas to compel her to have sex. 

Mr Clinton denies the allega- 
tions and the decision wffl fuel 


argument among the public 
over whether he abused Ms 
office in an attempt to procure 
sexual favours. 

It came on a day when be 
was already under unusually 
heavy pressure from, the lib- 
eral wing of his own Demo- 
cratic party on trade and for- 
eign policy. 

Mr Dick Gephardt, the 
House minority leader, bitterly 
attacked Mr Clinton’s China 
policy, and called on Congress 
to reject the president's plan 
far renewal of most favoured 
nation trading status for Bei- 
jing. 

"Our trade policy with China 
has faffed,'’ Mr Gephardt said 


yesterday, in a major policy 
statement aimed at staking hfs 
political ground as. a candidate 
for the Democratic nomination 
for the presidency in 2000. 

In a speech clearly, targeted 
at the liberal and union vote, 
he said the president's policy 
of "engagement/* had failed 
“not only on moral grounds, 
but economically as well". 

Meanwhile, /the Supreme 
Court’s decision does not mean 
that the Paula Jones case - 
which has already seriously 
embarrassed the president - 
will immediately go ahead. 
The justices left the decision 
on timing to the trial judge. 

But they ruled that the pres- 


ident could not be placed 
above the law, rejecting Mr 
Clinton’s argument that the 
constitution gives a sitting 
president temporary immunity 
from faring lawsuits unrelated 
to bis official duties. 

The court decision came as 
the president was in Paris cele- 
brating the signing of an his- 
toric Nato-Russla pact, which 
could pave the way for the 
expansion of Nato - one of the 
acts which he hopes will mark 
his place in history. 

Supporters of Ms Jones said 
yesterday they were delighted 
with the ruling, which could 
mean that Mr Clinton could 
become the first president to 


go on trial to fight a private 
lawsuit while in. office. 

But it could further distract 
his attention, at a time when 
he is also occupied by continu- 
ing controversy over campaign 
finance and the Whitewater 
financial scandal 

The Supreme Court also 
heard arguments yesterday on 
a case which would further cir- 
cumscribe the president’s 

room for political manoeuvre, 
by challenging the so-called 
“line item veto” which allows 
him to strike down certain 
parts of legislation without 
sacrificing all of it. 

Gephardt Speech, Page 5 


AT&T shares rise 
on talk of $50bn 
merger with SBC 


i By Richard Tomkins 
in New York 

AT&T, the US telecom- 
munications com p any, yester- 
day saw its share price rise 4 
per cent in early trading after 
reports that it was discussing 
a $60bn merger with SBC 
Communications, a US 
regional teleph on e company. 

If the merge: went ahead, it 
would be the world’s biggest, 
creating a company with a 
market capitalisation of well 
over flOOba and dwarfing last 
year's $27bn merger between 
Sandoz and Ctba-Geigy, the 
Swiss pharmaceutical compa- 


However, a deal could face 
regulatory hurdles because it 
would partially reverse the 
demerger of the seven “Baby 
BSU” regional telephone com- 
panies that was forced on 
AT&T by the US antitrust 
authorities In 1984. 

AT&T’s share price was up 
$1% at $37% in eariy trading, 
and SBCs was $% higher at 
$57%. Both companies refused 
to ww w wp i on the report s . 

AT&T is the biggest 
long-distance carrier In the US 
with about 60 per cent of the 
market, but it has been suffer- 
ing- the affects of tough price 
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competition from smaller oper- 
ators, and is under pressure to 
improve its performance. 

The company has been try- 
ing to enter the local telephone 
market by putting together 
deals with regional telephone 
companies to buy capacity on 
their lines, enabling it to offer 
customers a "one-stop” service 
for all types of calls; but a 
merger would provide a much 
faster alternative. 

SBC Communications com- 
prises two regional telephone 
companies: Southwestern Bell, 
serving Texas, Oklahoma, 
Arkansas, w»mM« nr|d Miss- 
ouri, and Pacific Telesis, serv- 
ing California and Nevada. 
SBC bought Pacific Telesis for 
$16.7bn last year. 

Last year a new federal 
telecommunicatioim act 
opened the way for long- 
distance operators and local 
telephone companies to enter 
eanh other’s markets, but only 
If their own markets were 
open to competition. 

SBC recently applied for per- 
mission to offer longdistance 
services In Oklahoma, but two 
weeks ago the Justice 

Continued cm Page 16 
FCC chairman to step down, 
Page 5; lex. Page 16 
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NEWS: EUROPE 


Prodi fails 
to win 


French contenders line up 


consensus 
on cuts 


By Robert Graham in Rome 


service savings. 

Another L4,000bn would 
come from lower transfers to 
the railways, posts and agri- 
culture. Additional savings 
would be found in the 
recently approved reform of 
the civil service and tighten- 
ing up on tax evasion. 

On the fiscal side, half the 
new revenue Is due to come 
from changes in value-added 
tax, which is likely to push 
annual inflation back to 2 
per cent or above. 

Preparing for Emu: Survey, 
Separate Section 
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By Andrew Jack and 
David Owen In Paris 


Mr Romano Prodi, the 
Italian prime minister, has 
failed in his first attempt to 
forge a consensus among the 
parties backing his centre- 
left government on catting 
pensions and welfare bene- 
fits. 

A meeting of party leaders 
yesterday revealed a big 
division between the govern- 
ment's insistence on a sub- 
stantial reduction in social 
outlays and tbe refusal by 
the hardliners in Recon- 
structed Communism (RC) 
to contemplate any change 
In the status quo, 

A deal has to be ham- 
mered out by the end of the 
week to permit tbe govern- 
ment to unveil its three-year 
macro-economic programme. 
The economic document will 
also form the basis of Italy's 
“convergence” plans to meet 
the criteria for European 
monetary union, which must 
be handed over shortly to 
Brussels. 

Mr Prodi and his ministers 
are aware that failure to 
implement cuts in the costly 
state pensions system would 
provide ammunition for 
those in the European Union 
who wish to exclude Italy 
from joining the single cur- 
rency in the first wave. 

Yesterday Mr Fausto Ber- 
ttnottt the RC leader, indi- 
cated there was still room 
for negotiation. But he 
added: “In the present state 
of play there is a dear differ- 
ence of approach and a deep 
division over the question of 
social welfare.” 

The votes of RC are essen- 
tial for the government’s 
parliamentary majority. Mr 
Berlin otti has opposed any 
move to shake up pensions, 
which had already been the 
subject of reform in 1995. ] 

His position is also largely i 
shared by the main trade 
unions. But their leaders ' 
have said they will make no 
commitment either way i 
until they see RC locked into , 
an agreement with the gov- 
ernment 

Those dose to Mr Berttn- 
otti say he does not share 
the Prodi government's 
desire to make Italy join eco- 
nomic and monetary union 1 
early and at any cost It also - 
seems he feels his position i 
has been reinforced by the 
outcome of the first round of 
voting in France, where the 
left performed strongly on 
the back of a similar public 
attitude to Emu. 

Faced with an impasse, 
the government may he 
obliged to publish its three- 
year economic targets with- 
out formal agreement on 
how they will be met. 

It was confirmed yesterday 
the government would be 
proposing to find a maxi- 
mum of L28,000bn ($l6.8bn) 
in the 1998 budget to bring 
the deficit down to 2A per 
cent of gross domestic prod- 
uct. Of this, two thirds 
would be in tbe form of 
spending cuts and the 
remainder in fresh revenues. 

The government has let it 
be known the bulk of the 
spending cuts - around 
L7,000bn - would come from 
overhauling pensions and to 
a lesser extent from health 


The resignation of Mr Alain 
Jupp§ as French prime min- 
ister after the poor showing 
of his government in Sun- 
day’s first-round of voting in 
the election has brought a 
sudden urgency to the 
debate over the succession. 

In principle, the prime 
minister is chosen by the 
president and it seems clear 
that if France's leftwing par- 
ties mai ntain momentum 
from the first round and 
gain control of the National 
Assembly in the second 
round of voting on Sunday 
night, Mr Jacques Chirac, 
leader of the centre-tight 
parties, will have to invite 
Mr Lionel Jospin, the Social- 
ist leader, to become the new 
prime minister. 

A former education minis- 
ter - a fact he never ceases 
to reiterate in his campaign 
speeches - Mr Jospin has 
been gradually restructuring 
the Socialist party, capitalis- 
ing on the credibility he 
gathered by scoring unex- 
pectedly well in the presi- 
dential race in 1995. 

The situation if the centre- 


Britain's new Labour government will seek 
a closer relationship with France after the 
final round of French voting in an effort to 
place the UK more at the centre of 
decision-making in the European Union, 
writes Wolfgang Mflnchau in Paris. 

A senior British official said 
FTanco-British relations were bound to 
change for the better regardless of whether 
the right or left wins an Sunday. 

“Whatever the outcome in the elections 
there will be a new government and this 
means a new start in Franco-UK relations," 
he said. He added that France was bound to 
embrace political change even if the French 


government was reelected. 

Several attempts by the previous 
Conservative government to break the 
Franco-German axis by seeking a special 
relationship with France on some occasions 
and with Germany on others were 
ultimately doomed because of its 
antagonistic stance towards the EU. 

German officials yesterday reacted with 
concern over Mr Alain Juppe’s resignation 
as prime minister. Mr Klaus Kinkel, foreign 
minister, said: “I regret that Alain Jupp6 
has resigned. He has been a brilliant man 
who has done much to develop the 
Franco3&num relationship.” 


right wins re-election is far 
more complex, with names 
of possible candidates 
already circulating furiously. 

Among the most fre- 
quently mentioned is Mr 
Philippe Seguin, mayor of 
Epinal In eastern France and 
former social affairs minis- 
ter, who is best known for 
leading the No campaign in 
the 1992 referendum on the 
Maastricht treaty. 

His appointment would be 
interpreted as a signal that 
France intended to take a 
more sceptical stance 
towards Europe - a develop- 
ment likely to be viewed 
with concern by financial 


markets and a number of 
France's European partners, 
notably Germany. 

With his emphasis on eco- 
nomic liberalism tempered 
by a strong state, Mr SGguta 
is also close to the centre 
ground of French politics 
and is hence widely seen as 
a likely choice in the event 
of a narrow centre-right vic- 
tory. 

He has repeatedly empha- 
sised in the campaign that 
be accepts the verdict of the 
1992 referendum while stm 
considering Maastricht “a 
very bad treaty”. 

Another contender is Mr 
Edouard Bahadur, the RPR 


prime mini ster in 1993-95 
anH a long-standing ally of 
Mr Chirac until he broke a 
tacit agreement and ran 
against Mm in tbe 1995 presi- 
dential race. 

He has since re-established 
a rapport, and coordinated a 
group of “Bafladurian" poli- 
ticians on the right of the 
Gaullist movement calling 
for a foster pace of reform 
towards a more free market 


economy. 

Mr Jacques Toubon. for- 
mer minister of culture, was 
rewarded for his close sup- 
port of Mr Chirac with the 
top role as justice minister - 
a post which has become 


particularly delicate at a 
t ime when a number of polit- 
ical scandals are under 
investigation. 

However, his own National 
Assembly seat in Paris is 
under threat 

Mr Alain Madelln, pro- 
Eurppean and economically 
liberal, is also a possibility. 
He briefly held the post of 
finance minister in Mr 
Juppfe's first government 
during 1995 before the two 
men clashed ova* calls for 
reforms to the civil service. 

If the UDF, the RPR’s cen- 
tre-right coalition partner, 
wins more seats, then its 
leading figures - Mr Fran- 
cois Leotard, the move- 
ment's head, or his deputy, 
Mr Francois Bayrou, educa- 
tion minister, could also be 
contenders. 

It is also possible, though 
unlik ely, Mr Chirac would 
choose a business executive 
and not a politician if the 
right won. Mr Jfcrbme 
Monod, his former chief of 
staff and now head of the 
utilities group Lyonnaise des 
Eaux, or even Mr Christian 
Blanc, Air France chairman, 
are being mentioned. 

French election. Page 14 


No cacophony in cohabitation - Jospin 


By David Buchan in Paris 


If the left maintains the momentum 
from its first round victory next Sun- 
day, France stands a real chance of a 
period of divided power - longer 
than it has experienced before and 
'possibly more conflictuaL 

In his TV address last night, Mr 
Jacques Chirac, the gaullist presi- 
dent, made clear that he has effec- 
tively tairon over as campai g n man- 
ager for the beleaguered centre-right 
coalition from Mr Alain Jupp£, who 
has said that he will quit as prime 
minister next Monday. 

Mr Chirac had no choice but to 
step directly into the arena; the 
troops of his Gaullist RPR and cen- 
tre-right UDF coalition were left 
leaderless by Mr Juppd's move. In 
doing so, however, he has had to 


take on a more partisan tone than 
French presidents, when they are 
not actually running for the EZytee. 
are supposed to adopt 

If the left wins, he may then be 
obliged to take Mr Lionel Jospin, the 
Socialist leader, as prime minister. 
This could get the new “cohabita- 
tion'’ between Gaullist president and 
leftwing government off to a more 
acrimonious start than tn 1986 and 
1993 when Mr Francois Mitterrand, 
the late Socialist president, had 
intervened a bit more discreetly in 
the preceding campaign against 
incoming rightwing governments. 

On foreign policy. Mr Jospin was 
at pains yesterday to stress that 
cohabitation would not equal 
cacophony. If the left wins. Mr Chi- 
rac and a new Socialist premier - 
presumably Mr Jospin hims elf - 


would “express the voice of France" 
at next month's Europan Union sum- 
mit in Amsterdam. 

Mr Jacques Delors, who as Euro- 
pean Commission president has 
observed French leaders' behaviour 
during the previous two cohabita- 
tions of 1986-88 and 1993-95. said last 
week that “yon couldn't have slid a 
cigarette paper" In between the posi- 
tions in EU negotiations of Mr Mit- 
terrand and his two gaullist pre- 
miers - Mr Chirac and Mr Edouard 
Balladur. 

But France’s constitutional dis- 
tinction that gives the president pri- 
macy in foreign policy and tbe gov- 
ernment sway over internal policy is 
completely blurred by economic and 
monetary union. Mr Chirac may 
make whatever genera] pledges he 
likes on the euro, but his capacity to 


deliver on these pledges would 
depend heavily on the government’s 
spending and taxing decisions. 
enabling France to qualify, or not, 
for tbe euro. - 

In one Important way, a French 
prime minister is actually in a stron- 
ger position under a president of the 
opposite political camp than under 
one of his own party. French presi- 
dents are freer to pick and choose 
premiers from their side of the politi- 
cal fence. 

In a cohabitation, however, a 
prime minis ter is safe from a pres- 
ident’s whims so long as be has a 
National Assembly majority and 
keeps its confidence. This provides 
stability similar to a parliamentary 
regime, which might perhaps be 
what the French people are subcon- 
sciously striving for. 


Meciar undermines 


Slovak ambitions 


Referendum shambles puts Nato and EU 
entry on backbumer, writes Vincent Boland 


M r Vladimir MeCiar, 
Slovakia's authori- 
tarian prime min- 
ister, used to be surefooted, 
outwitting his opponents at 
every turn. After the force 
surrounding last weekend's 
foiled test of his democratic 
credentials, he may finally 
have gone one step too for. 

What should have been a 
straightforward two-pronged 
referendum asking Slovaks 
for their views on Nato and 
on how they want their pres- 
ident elected, fell victim to 
Mr Medlar's obsession with 
ridding himself of the one 
man who has proved an 
obstacle to bis accumulation 
of power - President Michal 
KovaC. 

The clumsy and probably 
illegal way be went about it 
- by using an apparently 
legal loophole to delete the 
question on the presidential 
election from ballot papers - 
led to a boycott of the refer- 
endums by voters, many of 
whom protested loudly at 
polling stations when they 
could not vote on the issue. 
It has also outraged domes- 
tic and western opinion, and 
may be the worst misjudge- 
ment of his political life. 

The weekend's events 
have further undermined 
Slovakia's faltering efforts to 
join Nato. They also deal a 
serious blow to its ambitions 
for early membership of the 
European Union, a message 
that will be spelled out 
tomorrow to Mr Mediar in 
Bratislava by Mr Hans van 


den Broek. European com- 
missioner for external rela- 
tions. 

Up to now the feud 
between Mr Medlar and Mr 
Kovdd, who were once allies 
in the fight to oust the com- 
munists, had not impinged 
directly on the democratic 
process. 

Though it has paralysed 
Slovak politics for the past 
three years, the power strug- 
gle has remained - with the 
occasional ugly turn - a bat- 
tle of wills over legislation 
and personalities rather 
than an Albanian or 
Belorussian-style rigging of 
ballot papers. 

Mr Mediar may have to 
pay the price for this at tbe 
polls. Though he remains 
tbe dominant political per- 
sonality in Slovakia he 
looked shaken by events at a 
rowdy televised news confer- 
ence on Sunday. 

While he denounced Mr 
Kovad far sparking the boy- 
cott, he was clearly unpre- 
pared for the storm about to 
break over him. 

Mr Kovad, who was a 
strong supporter of the presi- 
dential referendum, 
described its collapse as “the 
gravest violation of the con- 
stitution and legislation 
ever" in Slovakia and 
suggested Mr Meciar and bis 
interior minister resign. The 
prime minister's opponents 
are already lamenting “the 
death knell of democracy in 
Slovakia." 

The dispute between prime 


minister and president dates 
from the months immedi- 
ately after Slovakia emerged 
as an independent nation on 
January 1 1993. In an envi- 
ronment where political par- 
ties were struggling to assert 
themselves and the opposi- 
tion was weak. Mr Mediar, 
whose position at that time 
was unassailable, began to 
concentrate power in bis 
own hands. 

But Mr Kov&C. appointed 
president by the Slovak par- 
liament in early 1993. used 
the president’s limited pow- 
ers to restrain him. In March 
1994 he backed the removal 
of Mr Meciar" s government 
amid charges of corruption. 
This event was crucial In 
fomenting the prime minis- 
ter's enmity, and he has 
sought to undermine the 
president's position ever 
since returning to office 
later that year. 

Mr Mediar has cut off 
funds for the presidential 
office and often snubbed the 
president at official occa- 
sions, including the official 
opening last October of a 
refurbished presidential pal- 
ace. And he has not ordered 
a thorough investigation 
into the kidnapping of Mr 
Kovat's son two years ago, a 
murky and still unresolved 
incident in which the secret 
service was implicated. 

Mr Mediar's style has 
drawn repeated criticism 
from the west which once 
angered him but which he 
now largely ignores. Instead. 



Meciar vote feu victim to his feud against Michal Kovdc 


he has built a closer alliance 
with Russia while slipping 
inexorably out of the west- 
ern orbit 

The weekend's events may 
now make tbe country's iso- 
lation complete, as Mr Kovad 
has suggested. Mr Pavol 
Hamzlk. the foreign minis- 
ter, resigned on Monday 
complaining it was impossi- 
ble to make the country's 
case abroad in circum- 
stances where “everything, 
including the vital interna- 
tional interests of Slovakia, 
Is subordinated to domestic 
fights for power." 

A tentative peace overture 
from leading opposition fig- 
ures also appears to have 
broken down. The opposition 
may now unite further, per- 
haps posing a unified chal- 
lenge to Mr Mediar's popu- 
list/ nationalist government 
at the next election. 

That election is not due 


until September 1998 
although Mr Kov&d’s term 
expires next March. The ref- 
erendum on directly electing 
a successor was meant to 
avoid a constitutional vac- 
uum. If it cannot be filled Mr 
Meciar would assume the 
presidency's powers for a 
limited period. He may now 
decide to bring forward the 
general election, some 
observers in Bratislava said. 

In an atmosphere of pro- 
found bitterness, the only 
certainty yesterday was that 
nothing was certain. Mr 
Mediar had a frosty meeting 
with Bratislava's diplomatic 
community on Monday, at 
which he offered no sign of a 
way out of the country's 
political crisis. 

“Normally you can predict 
what politicians will do but 
not with Meciar," one diplo- 
mat said yesterday. “He is 
completely unpredictable." 


Koruna plunges after fresh debut 


By Vincent Boland in Prague 


Hie Czech koruna made its 
debut on foreign exchange 
markets as a floating cur- 
rency yesterday. But in a 
vote of no confidence in the 
ability of the prime minister, 
Mr Vaclav Klaus, to end a 
prolonged political crisis, it 
immediately plunged 10 per 
cent below its last fixed level 
against a hard currency bas- 
ket 

After six years as post- 
communist eastern Europe's 
strongest and most stable 
currency and 10 days as the 
victim of a sustained assault 
on the money markets, the 
koruna finally wilted after 
being set free by the central 
bank following a costly bat- 


tle with speculators. 

It is the first currency 
from the region's core 
emerging markets to be 
floated, though central bank 
officials describe the new 
regime as “a managed float”. 
They hope the koruna even- 
tually finds a sustainable 
level informally pegged to 
the D-Mark, but that is likely 
to take several weeks. 

While it rallied slightly 
later in the day to about 7.5 
per cent below Monday's 
closing level against the 
D-Mark, the depreciation of 
the koruna will have an 
immediate impact on the 
Czech Republic's 10.3m 
people. 

It also ties the economy 
ever more closely to Ger- 


many, its biggest trading 
partner. 

Newspaper editorials are 
already predicting that belt- 
tightening lies ahead as the 
country grapples with a 
severe economic downturn 
that necessitated yesterday’s 
de facto devaluation. 

The central bank has 
made clear it wants to see 
significant structural and fis- 
cal measures to back up its 
decision to make the most 
radical change in Czech 
monetary policy since a 
devaluation in 1991 ushered 
in the era of economic 
reforms. 

That means more cuts in 
public spending and further 
wage controls, on top of the 
reduction in spending power 


already introduced by the 
decision to float the koruna. 

Since mid-February, when 
the koruna peaked in value 
and before the economic 
downturn became so severe, 
it has fallen from Kc27A/$l 
and KC16.7/DM1, to Kc32j8/$1 
and Kci9_4/DM1 yesterday. 

This sudden loss of wealth 
among cosseted Czechs led 
to a rapid loss of faith in the 
koruna, causing a rush late 
last week to exchange it for 
bard currencies. 

Analysts said that as well 
as the soaring cost of defend- 
ing the koruna in the mar- 
ket, this panic buying by cit- 
izens would have been a 
crucial factor in the central 
bank's decision on Monday 
to let it float 


While there was general 
agreement yesterday that 
the central bank had acted 
correctly in changing its pol- 
icy. analysts said the cur- 
rency would remain volatile 
as long as political uncer- 
tainty continued 

Mr Klaus and other coali- 
tion leaders foiled again yes- 
terday to overcome deep per- 
sonal and policy differences 
within the government that 
has prevented the comple- 
tion of a cabinet reshuffle. 

Without an end to the 
political deadlock Mr Klaus 
cannot follow through on his 
promise on Monday to back 
up the central bank's mone- 
tary policy shift with a 
renewed commitment to eco- 
nomic reform. 


EUROPEAN NEVtfS DIGEST 


Single theme 


TV protest 


Germany's private broadcasters have complained to the 
European Commission because two public service 
broadcasters have been allowed to use licence foe money 

to create new single theme cable and satellite channels. 
ARD and 2DF have been allocated licence fee mon^ to 

launch two new channels - Der Kxnderfcanal, oriented 
towards children, and Phoerdx, a channel specialising in 
events and documentaries^ 

A protocol whit* would exempt public service 
broadcasters from the competition clauses in the Treaty 

of Rome is due to be discussed at the Amsterdam Summit 

. next month. Yesterday-Mr Jurgen Goetz, president of 
VPRT, the private broadcasters' body, said it was 
“absolutely not acceptable" for lobbying by public service 
broadcasters to lead to an exemption from EU rules. 

VPRT is "Im concerned by the “must cany" rules 
which mean the new channels are effectively entitled to 
reserved space on cable networks. This will almost 
certainly mean that other broadcasters, probably overseas 
broadcasters, could be kicked off tbe networks because of 

capacity problems. ' - Raymond Snoddy 


Suspended sentence for Wolf 


Legendary fonder East 
. C wiwiin s pyiT|agter was 
found guilty in a German 1 
court yesterday of three 
kidnappings during the 
Cold War and banded a 
two year suspended 
sentence. The trial was the 
latest atte m pt to punish . 
Mr Markus Wolf (pictured 
Jeft)who ran East 
Germany's foreign 
- intelligence network for 
over 30 years after a 1993 
treason conviction was 
overturned in 1995. Mr 
Wolf.74, was found guilty 
of organising the 
kidnapping of a Ministry -for State Security (Stasi) official 
who had fled to tbe west and the abduction of a West 
Berlin secretary whom tbe authorities hoped to persuade 
to spy Cor the east _ 

The court said Mr Wolf was also behind the arrest of an 
East German whom the Stasi tried to force to sign 
defamatory statements about former Chan cell or Willy 
Brandt, then mayor of West Berlin. Reuter. DOsseldorf 



German in solo euro fight 


A retired journalist has become the first person to start 
an action in the German constitutional court with the aim 
of preventing the launch of the European single currency 
in 1999. 

Mr Klaus Peter Helm. 68, said be had lodged a 
complaint with the court in Karlsruhe to protect the 
German people from the “creative accounting" of the 
French, Italian and other governments. He has called for 
an hr jTmrHrm prev enting the Bonn gover n ment from 
giving its approval to the introduction of the euro when - 
the founding members are chosen in May 1998. 

Mr Heim's complaint was lodged before Bon n 
announced that, it was considering the sale of extra 
Deutsche Telekom shares and the revaluation of 
Bundesbank reserves to help it meet Maastricht debt and 
deficit criteria. Peter Norman, Bonn 


Poles back new constitution 


Poland's new constitution which underpins the economic • 
and democratic reforms of the past seven years was . . 
approved by a slim majority in a referendum last Sunday, 
which saw a low 43 per cent turnout of the country’sHSm 
voters. 

Tbe results published late on Monday showed 53 per 
cent supporting the constitution which, was passed by a 
majority of 330.000 votes. The rightwing opposition, which 
is set to challenge the Conner communist-led government 

in elections this autumn, said they would amend a 

constitution which had felled to get the support of the 
majority of Poles, quoting low turnout figures. 

The many rightwing partiesjed by tbe Solidarity trade 
union in Solidarity Electoral Action (AWS). said the new 
constitution had foiled to make a clean break with the 
communist past Chris Bobmski, Warsaw 


Gas accord eludes EU 


European Union energy ministers yesterday left open the 
option of holding a special meeting next month to try to 
conclude agreement on controversial plans to open the - 
HU’S JlQQbn-a-year gas market to competition. 

Ministers meeting in Brussels yesterday made same 
progress, but foiled to reach the hoped-for consensus "bn ' 
the broad framework for gas liberalisation. Hus might ' 
have left only the figures for the extent and timetable for 
market opening to be decided at a special session in June. 

The Netherlands, holder of the EU presidency until the 
end of June, will decide within the next two weeks 
whether sufficient progress has been made to call annthw 
council of ministers on June 24. Officials say the meeting 
will take place only tf there is a good chance of an overall 
agreement. EU states have still to agree on how the - 
market should be opened'to competition, and which 
customers would have the right to shop around for gas. 
Ned Buckley. Brussels 


Danes put brake on economy 

The Danish government wDl impose a brake on central 
and local government budding activity, and in August ■ • 
will present a restrictive budget for 1998, in order to 
prevent the economy from overheating, Mr Mogens . .. 

Lykketoft, the minister of finance said yesterday. 

The government raised its GDP growth forecast for 1997 
to 33 per cent compared with the. winter's forecast of 2.9 
per cent, with private consumption, business investment 
and exports all expected to show a bigger increase than 
ex pected. BUary Barnes, Copenhagen 

ECONOMIC WATCH 


Spain boosts non-EU sales 


Spanish exporters have taken advantage of favourable 
exchange rates to boost sales to countries outside the .. 
European Union by more than 30 per cent in the first 
quarter of the year. 

The success of non-EU exports caused the cotmtty’i. . 
trverall trade gap to shrink by 22 per cent to Pta471bn 1 : 
(?3.3bii) p according to economy ministry figures- The •- - 
aunistiy said the US dollar's recent Sigh level was.“a - 
crucial factor" aiding Spanish competitiv eness in test- 
growing overseas markets. 


earlier to Pta3,451bn. This was after a sharp-22 per re ™* ■ 
March increase, led by food products. Imports, which 
showed an 8J5 ner cent <marhn-ta- nutn 


accelerated in March wiih'a 16 per cent increase overfire 

ram month last year. This was a sign, the mtefetiy safe; 

of the pick-up in Spanish consumer demarm and "aV • . 
In vestment y.'.- ;■ 

Trade with EU partners, which broke briefly Mb ^ - 
surplus in January, showed a quarterly deficit at"-- 
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in Serbia 
under threat 


By Guy Din more in Belgrade 

Serbia’s opposition coalition, 
which forced the govern- 
ment to retreat after three 
months of mass demonstra- 
tions earlier this year, was 
on the brink of collapse yes- 
terday over its failure to 
agree on a candidate for the 
republic's presidential elec- 
tion. 

Bitter personal disputes 
between the three leaders of 
Zajedno (Together) could 
lead to the formal break-up 
of the coalition and dilute 
the opposition vote, handin g 
ultimate victory to President 
Slobodan Milosevic's ruling 
Socialist party. 

Mr Vuk Draskovic, nation- 
alist leader of the Serbian 
Renewal Movement, yester- 
day accused Mr Zoran Djind- 
jic, his coalition partner and 
bead of the Democracy 
party, of holding secret talks 
with the Socialists and state 
security bosses and urged 
him to resign as mayor of 
Belgrade. 

The ultra-nationalist Ser- 
bian Radical party, headed 
by the former paramilitary 
leader Mr Vojislav Seselj, 
said it would call a vote to 
remove Mr Djindjic at a city 
assembly meeting tomorrow. 
Mr Djindjic could be ousted 
if he Mis to secure the sup- 
port of Mr Draskovic’s 34 
representatives. 

Mr Draskovic accuses Mr 
Djindjic of faffing to honour 
a commitment to back him 
as Zajedno’s candidate In the 
forthcoming election. 1 last 
met Djindjic several weeks 
ago," said Mr Draskovic. “He 
has been very busy meeting 


US government is 
increasing pressure on Mr 
Franjo Tndjman. the 
Croatian president, whom 
Washington accuses of 
reneging on pledges to allow 
toe return of Seth refugees, 
writes Anthony Rribrnsan . 

Mr Robert GeBjard, 
President Bill Clinton's 
special envoy, complained of 
a “fundamental difference of 
views between us” after 
raising with Mr Tudjmau in 
Zagreb yesterday issues 
arising from Croatian 
non-compliance with the 
Dayton peace accords. 
Washington is insisting on 
the right of all Serb refugees 
to re tain home. Mr Tudjman 
has called this 

Croatia Survey. Separate 
Section 


top representatives of the 
Socialist party. He has no 
time to meet me." 

The Belgrade mayor said It 
was too early to decide on a 
candidate. Apart from his 
contacts with the Socialists, 
he had been holding talks on 
forming an alliance with 
other centrist parties and Mr 
Milan panic, a Californian- 
based pha mag- 

nate who was prime minister 
of Yugoslavia In 1992. Mr 
Djindjic also has the backing 
of Mrs Vesna Pesic, leader of 
the Civic Alliance, the small- 
est party in Zajedno. 

Belgrade newspapers are 
speculating that Mr Dras- 
kovic and Mr Seselj will 
forge a rightwing alliance, 
along with Mr Boguljub 

Kari f , a h n<dnps<nnHn 


Deutsche Post 
warns Bonn on 
privatisation 


By Ralph Atkins in Bonn 

Mr Klaus Zumwinkel, 
chairman of Deutsche Post, 
said yesterday that the 
planned privatisation of the 
German postal group - 
expected In 1939 or 2000 - 
would not be possible unless 
the government retreated 
over proposals to restrict its 
monopoly powers. 

Deutsche Post faced addi- 
tional costs compared with 
would-be competitors 
because of legal duties to 
provide a basic level of ser- 
vice and to meet pension lia- 
bilities, Mr Zumwinkel 
argued. “If the new post law 
comes in as it stands, priva- 
tisation of Deutsche Post is 
not doable,” he said. 

IBs warning reflects con- 
cern at Deutsche Post ova: 
proposals to restrict its 
monopoly to letters weigh- 
ing less than lOOg for a five- 
year transitional period - 
compared with European 
Union guidelines suggesting 
a 35Qg limit. Bulk mailing 
would be opened completely 
to competition. 

Mr Zumwtnkel’s com- 
ments come as the Bonn 
government seeks to acceler- 
ate its privatisation pro- 
gramme to plug expected 
budget shortfalls up to 2000. 
The planned post law, repla- 
cing a law which expires at 
the end of this year, was 
tightened up after lobbying 
from the market-orientated 
Free Democratic party. 


junior member of the gov- 
erning coalition. 

Although Deutsche Post 
could not prevent privatisa- 
tion if the government 
decided to press ahead, it 
hopes the law will be 
watered down in the apposi- 
tion-dominated Bundesrat, 
the second chamber of par- 
liament. 

Earlier tins year, the Euro- 
pean Commission began 
Investigating allegations 
that Deutsche Post was 
using its dominance in the 
letters market to cross -sub- 
sidise parcels. 

Speaking at Dentsche 
Post’s annnal results meet- 
tog, Mr Zumwinkel disclosed 
the parcel service made a 
loss last year of DMi.4bn 
($82 6m), down from more 
than DM2 ha the year before. 
But he refuted the cross-sub- 
sidy argument, saying that 
after taking account of addi- 
tional duties imposed on 
Deutsche Post “we are not in 
a loss situation". 

The parcel service - is 
expected to report a loss of 
less than DM900m this year 
and return to profit in 2000. 

Overall, Deutsche Post 
said pre-tax profits last year 
(calculated on a different 
basis from the parcel service 
lasses) rose to DM567tn, com- 
pared with DM364m in 1995. 
Turnover was roughly stable 
at DM26.7bn with a small 
increase in letter past com- 
pensating for a decline in 
the parcel service. 
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The Moroccan Privatisation Process! 
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Moscow and Kiev poised to take plunge 

Signing a political treaty represents a huge political step. Chrystia Freeland explains 


F resh from the good- 
will and glitter of this 
week’s Nato summit, 
the Russian leadership is 
heading far another round of 
bargaining. This time the 
issue is more contentious, 
but equally critical - Rus- 
sia’s relationship with neigh- 
bouring Ukraine. 

Mr Victor Chernomyrdin, 
the Russian premier, is due 
to arrive in Kiev, the Ukrai- 
nian capital, today, and Mr 
Boris Yeltsin, the Russian 
president, is scheduled to 
touch down on Friday as the 
two Slavic giants make a bid 
to sign a much postponed 
political treaty. 

In both Kiev and Moscow 
the treaty - which would be 
the Kremlin’s first formal 
acknowledgement of the 
independence and borders of 
its largest western neigh- 
bour - is seen as a vital step 
in the political evolution of 
the two most populous states 
to emerge from the collapse 
of the Soviet Union. 

“Relations with Ukraine 
are Russia’s most important 
foreign policy issue,” said Mr 
Andrei Piontkovsky. director 
of the Moscow-based Centre 
for Strategic Studies. 

The treaty is so significant 
and so sensitive because of 
the complex relationship 


between Ukraine and Russia. 
Russians, who like to trace 
their own history to the 
ancient Kievan Rus State, 
have an intense emotional 
connection with their neigh- 
bour. Acknowledging 
Ukraine as a sovereign state 
would at last cut the umbili- 
cal cord between the new 
ttnwnfl and its imperial past. 

On the eve of the pre- 
mier’s trip to Kiev, the 
CBWB9 ware mildly encour- 
aging. Mr Leonid Kuchma, 
the Ukrainian president said 
yesterday he bad “high 
hopes” the agreement would 
be signed. 

Russian officials in 
Moscow were equally upbeat 
nr >d Said tbfi prime Tnrnigtpr 
and president intended to 
follow through with their 
promised journeys south. 

Of greater significance, 
perhaps, are tentative indica- 
tions that Kiev and Moscow 
are close to a deal on the 
Black Sea fleet, the rusty 
navy which has become a 
symbol for the larger politi- 
cal Issues which divide the 
two countries. 

The fleet Itself is not at 
issue. Rather, Ukraine and 
Russia are wrangling over 
control of and access to the 
port of Sevastopol, an issue 
which touches upon the cen- 



Leonid Kuchma: high hopes 


tral question of Ukraine’s 
territorial integrity. 

This week, both Ukrainian 
and Russian officials 
suggested Moscow may have 
backed down on its demand 
for some sort of lingering 
territorial claim to the city. 
Instead, the agreement on 
the table now would allow 
both the Ukrainian and Rus- 
sian fleets to be based in 
Sevastopol, with Moscow 
paying Kiev to lease its facil- 
ities. 

But these arcane quibbles 
over the Black Sea fleet are 
really only a proxy far a 
more fundamental Issue: is 
Russia prepared to accept 
Ukraine, its sentimental. 


Slavic heartland, as an inde- 
pendent nation? 

Until Mr Yeltsin puts his 
pen to the friendship treaty 
In Kiev, Ukraine is likely to 
remain dubious. Mr Volody- 
myr Horbulin, the Ukrainian 
national security chief, 
points to the repeated claims 
by senior Russian politicians 
on Ukrainian territory as 
one reason for anxiety. 

In Kiev, his views are 
widely shared. “I think that 
Russia still has as its strate- 
gic goal returning Ukraine 
to its sphere of influence.’' 
Mr Serhii Holovatyi, 
Ukraine's influential justice 
minister said in an inter- 
view. 


“That is why Russia does 
not de jure recognise 
Ukraine as an independent 
state.” 

Ukrainian leaders also 
warn that if Russia post- 
pones this, the seventh 
attempt to sign a friendship 
treaty, the already fragile 
relations between the two 
states are likely to deterio- 
rate further. 

“It would signify a worsen- 
ing of the political climate In 
eastern Europe," Mr Horbu- 
lin said. 

Failure to conclude a deal 
this weekend would also 
probably intensify Ukraine's 
effort to seek strong allies 
able to soften Russia’s tre- 


mendous influence. Kiev Is 
already reaching out to the 
west, and has been an enthu- 
siastic supporter of Nato 
expansion. 

It is also at the heart of a 
number of loose alliances 
coalescing along Russia's 
periphery among former vas- 
sal states eager to secure 
their independence. 

Ukraine has increasingly 
close links with Poland and 
the Baltic states. Indeed, yes- 
terday the five countries 
ended a s ummi t with a joint 
statement on the state of 
democracy in Belarus, which 
is moving towards cement- 
ing a reunion with Russia. 

Moreover, Kiev is emerg- 
ing as the informal leader of 
a group of former Soviet 
republics, including Georgia, 
Azerbaijan and Moldova, 
keen to find a counter-bal- 
ance to Russia. 

Paradoxically, it could be 
Oils tilt away from Moscow 
which will finally drag Rus- 
sia into signing a political 
treaty with Ukraine. 

“The more Russia con- 
ducts imperialist policies, 
the more Ukraine will 
become a centre of resis- 
tance,” Mr Piontkovsky said. 
“This treaty is our last possi- 
bility of keeping Ukraine 
from moving to the west” 
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Internet traffic. And that means you 
can get connected, without getting 
annoyed. Nortel. Communications 
networks for the world. 
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NEWS: ASIA-PACIFIC 


Malaysia plans currency futures market loo ms to 

b.. ■ v i.i . a. . .. i j ktwic iwuls o rAnw nf •' ' - r ^ 


By James Kynge 
in Kuala Lumpur 


Malaysia plans to launch a 
currency futures contract In 
the ringgit and other 
regional currencies as part 
of an attempt to create 
south-east Asia's leading 
futures exchange, it indi- 
cated yesterday. 

The currency Mures ini- 
tiative could include the 
Thai baht, Indonesian 
rupiah and Singapore dollar. 

The executive chairman of 
the Malaysia Monetary 
Exchange (MME), Mr Syed 
Abdul Jabbar Shahabudin, 
said the move followed an 


announcement earlier this 
month by the New York Cot- 
ton Exchange (NYCE) that it 
would launch futures trad- 
ing in the baht, ringgit, 
rupiah and Singapore dollar 
from the end of June. 

All four currencies are due 
to be traded against the US 
dollar. 

The MME already trades 
an interest rate Mures con- 
tract denominated in ringgit, 
but tiie NYCE plan would 
mark the first time south- 
east Asian currency futures 
are traded on a formal 
exchange anywhere in the 
world, officials said. 

Mr Syed said regional 


countries were sensitive to 
the prospect of increased vol- 
atility in the trade of their 
currencies, as shown by the 
attack cm the Thai baht last 
week, but no country had 
the authority to stop the 
NYCE fulfilling its plans. 
Malaysia might, therefore, 
try to turn the situation to 
its advantage. 

“Obviously, if it (the ring- 
git) is traded overseas but is 
not traded in this region, it 
looks a bit awkward, be- 
cause the players of the mar- 
ket are here," Mr Syed said. 

Asked if the MME might 
consider launching futures 
trade in the baht, rupiah and 


Singapore dollar, he said: “If 
the opportunities are there, 
we are positioned to take 
advantage of the opportuni- 
ties. . . but we always take 
into consideration the sensi- 
tivities of our neighbours.” 

The four largest economies 
of south-east Asia regard 
exchange rate stability as a 
cornerstone of economic pol- 
icy. But rising merchandise 
trade, plus the emergence of 
Singapore as the region’s 
financial centra, has rapidly 
increased regional currency 
trade and made it mare diffi- 
cult for central banks to 
influence exchange rates. 

The attack on the baht 


was successfully repulsed 
but currency dealers believe 
there may be more. The 
launch of currency futures, 
though they provide an 
Important hedging mecha - 
nism. would increase traded 
volume and weaken the 
power of central banks in 
the market 

Singapore’s long-standing 
opposition to the interna- 
tionalisation of its dollar 
derives from the fact that 
controlling the exchange 
rate is the import-dependent 
island's main weapon 
against inflation. 

The MME has separate 
plans to cooperate with, the 


NYCE to trade a range of 
other currency futures con- 
tracts in doUar/steriing. US 
ddDar/mark and US dollar/ 
yen towards the end of this 
year. 

AH ttwM contracts would 
be traded 24 horns a day 
between New York, Kuala 
Lumpur and Dublin. 

Th e ultimate aim is to 
compete with the Singapore 
International Monetary 
EhrnhaMg e (Simex), currently 
the region's top futures 
exchange, which, however, 
does not offer a single con- 
tract based on the economies 
of its south-east Asian neigh- 
bours. 


head Congress 


India consumer 
durable market 
‘set to treble’ 


Kim tries to calm poll row 


Mr Rajesh Pilot, a former air force officer andL . 
government minister, yesterday entered the rare for the 
of the Congress party. setting W *tetUe ft* 
control of India's oldest political machine, lb Wat 
launched a campaign targeted at the cunent party 
president, Mr Sitaram Kesri, and called for young ^ X)d 
and a drive to clean up a party tainted by corruption 

lfr throwing down the gauntlet for the Jun^ election 

of Congress president, Mr Pilot assured the first public 
Tffadpnahip contest In 20 years In a party accustomed to 
selecting leaders in backroom deals. Mr Pilot is ■ 
considere d an outspoken, ambitious leader with modem 
ifl pag and strong mots in village politics. 

Mr Kesri took charge in September last year, finff 
months after Congress suffered its worst, electoral defeat. 

Congress, wffich had ruled Ihdra for aH but five years 

since independence in 1947. now lends crucial support to 
the centre-left United Front coalition of the prime . 

minister. Mr Inder Kmnar GqjraL Reuter, New Data 


By John Buton in Seoul 


By Mark Nicholson 
in New Delhi 


The true size of India’s 
market for consumer dura- 
bles is considerably smaller 
than the country’s often- 
touted 250m-strong “middle 
class”, but is on course to 
treble by the year 2006, new 
research from the National 
Council of Applied Economic 
Research, a leading Indian 
think-tank, shows. 

The unpublished research 
puts the size of India's “con- 
suming class” at 29m house- 
holds. and says the number 
will reach 91m by 2006. 

The study, based on the 
most thorough survey of 
spending patterns under- 
taken in India, identifies the 
“household”, rather than 
individual consumers, as the 
chief purchasing unit for 
durables such as washing 
machines and television 
sets. It puts the average 
household size at 5.7 people. 

The council's estimates 
square with the finding s of 
newly arrived foreign con- 
sumer goods companies in 
India, many disappointed 
with demand for goods such 
as colour TV sets, video 
recorders and white goods. 

One senior Sony executive 
said recently that, from their 


earlier estimates, India’s 
market for TV sets and 
VCRs was perhaps 150m; the 
company now believed the 
market nearer the size of 
Vietnam’s for such products. 

The council’s projection 
assumes India's economy 
will grow by an average 6.7 
per cent a year from now to 
2001, roughly in line with 
present rates, and by 7.6 per 
cent from then to 2006. 


Its estimates are also 
based on data on actual con- 
sumer purchases and owner- 
ship from a decade of house- 
hold spending studies 
undertaken by the council, 
where 300,000 households 
were surveyed annually . 

Based on actual purchases 
rather than incomp alone, it 
defines the “consumer class” 
of 29m households as that 
“buying the bulk of con- 
sumer goods marketed in the 
country”. Household income 
for this group is put at 

$1,28546.142 a year. 

Above this, it finds a small 
group of lm “rich” house- 
holds. with incomes exceed- 
ing $6,142, which buy “the 
most expensive consumer 
products”. It foresees a foil 
in households with incomes 
below $415, which cannot 
afford consumer goods. 


A week after his son was 
arrested on corruption 
charges, Mr Kim Young-cam, 
the South Korean president, 
is embroiled in a new politi- 
cal controvers y over his 1992 
election campaign finances. 

Mr Kim yesterday prom- 
ised to make a statement on 
Friday on the issue, includ- 
ing possibly offering an apol- 
ogy for exceeding legal cam- 
paign spending limits in 1992 
and proposing electoral 
finance reform laws. 

But he is expected to stop 
short of opposition demands 
that he disclose the size of 
the 1992 rgnipaign fund and 
its contributors by claiming 
that complete financial 
records do not exist. 

The campaign fund issue 
is linked to the collapse of 
the Hanbo steel group in 
January which uncovered a 
bribes-for-loans scandal and 
led to the arrest of Mr Kim’s 
son for influence-peddling. 

The opposition claimed 
Hanbo contributed up to 
$100m to Mr Kim ’s campaign 
in return for government 
help in securing nearly $6bn 
in bank loans after the elec- 
tion. 

It is also suspected that a 
political Slush fond managpri 
by tbe president’s son 
included money left over 
from the 1992 campaign. 

Public outcry over the 
campaign frrnd was triggered 
last week when the presi- 
dent cancelled plans to 


address the issue as he 
sought to avoid more politi- 
cal damage to his belea- 
guorcci adn rinis tr atiop - 
It also threatened to 
expose him to legal charges 
for campaign violations after 
be leaves office early next 
year. 

An opinion poll yesterday 
in Dong-A Hbo, a leading 
newspaper, said 83 per cent 
of Koreans refused to accept 
Mr Kim’s decision not to 
reveal the amount of money 
he spent in 1992 election, 
while 65 per cent wanted the 
matter to be pursued even 
after Mr Kim steps down. 

Mr Kim also angered the 
opposition by la unching an 
anti-corruption drive last 
week that appeared aimed at 
local government officials 
affiliated with the two oppo- 
sition parties. 

The campaign fund contro- 
versy threatens to dominate 
this year's presidential elec- 
tion despite other pressing 
issues, including an eco- 
nomic slowdown. 

The main opposition party, 
the National Congress for 
New Politics, has eagerly 
sought to exploit the contro- 
versy because it premises to 
improve its sitm chances of 
winning the presidential 
election. 

Tbe probable government 
candidate, Mr Lee Hoi- 
chang, holds a firm lead in 
the presidential race. But his 
“Mr Clean” Image was dam- 
aged after he withdrew his 
earlier Hamand that Mr Ebn 
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The advent of the Euro wE cause headaches m many companies. Currency conversions 


and exchange rates may prove to be too much lor some applications and wreak havoc 
in accounting. You therefore need a powerful solution that will prepare you tor tomorrow. 

Multicurrency functionality and conv ersion cook are just two of the ways the 
SAP" R/3* enterprise solution software addresses these issues. And SAP software is 
programmed for the future - with year 2000-compbance and Internet-enabled 
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After a brief implementation phase, the R/3 applications automate virtually all 
your processes in production, accounting, sales and human resources, integrating 
vour departments into a single network. This guarantees better information, faster 
derisions and improved service. In shore. your company will run like you always 


wanted it to. 


The modular structure of R/3 gives you a solution that is tailored to your needs, 
and one chat can be quickly and easily adapted when requirements change. 

R/3 is quicr simply the perfect solution for companies of all sizes and from all 
sectors of industry. 


L software solutions that watch out for your bottom lino coo 
be found on our Web site at http://wmbsap.com. 
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Australian investment strong 


Australia’s private business sector spent more than 
expected on new capital investment during the first 
quarter of 1997, but data published yesterday suggested 
gnmrtft in capital expenditure in 1997-98 will be much 
mare modest Estimates of total new capital expenditure 
rose by 6.5 per cent in the March quarter, after a revised 
foil of 1.6 per cent in the previous three mo nths. 

Investment in buildings was particularly strong, and 
also in the sector. Analysts said the latest data 

indicated that capital expenditure for the 1996-97 financial 
year overall would probably he up by about 11-12 per cent 
- slightl y bighCT- than previously anticipated. But a 
survey of investment intentions indicated a sharp foil in 
1997.98. Nikki Tatt, Sydney. 


Kim Yonag- sam may apologise over poll fund limits 


disclose full details of the 
campaign fund. 

Analysts suspect that Mr 
Lee has struck a deal with 
Mr Kim in return for his 
support in gaining the presi- 
dential nomination of the 
ruling party. 

Despite the latest contro- 
versy, Mr Kim Is unlikely- to 
be forced to resign, with two- 
thirds in yesterday's opinion 
poll saying they opposed 
such a move. 

Presidential aides argue 
that Mr Kim should be 
spared any further punish- 
ment because he succeeded 
in establishing the rule of 


law and public accountabil- 
ity of officials during his 
administration, tbe first 
civilian one after three 
decades of military dictator- 
ship. 

“He has introduced a 
degree of democracy that 
makes it possible for even 
foe son of a president to be 
indicted,” said one govern- 
ment nffirtal 

But critics contend that 
the arrest of the president's 
son occurred only after a 
public protest over an earlier 
investigation by the prosecu- 
tion that was widely seen as 
a cover-up. 


UN presses Burma on rights 

The ri pftgri Nations high commissioner for human rights 
has raiipd on Burma’s military government to “respect 
folly international norms of human rights and 
principles", after the government prevented a large 
g a tfwpn g officials anti members of file opposition 
National League for Democracy (NLD). 

Mr Ralph flaekiin said he was concerned that the rights 
of tbe NLD leader, Ms Aung San Suu Kyi, were being 
“limited”. Mr Tnriclm said he had invited Burma’s 
amb assado r to the UN in Geneva “to discuss these and 
other human ri ghts issues”. That meeting is expected to 
tsira place tomorrow. Ted Bardacke. Bangkok 


HK plans July 1 fireworks 


Hong Kong's business community revealed plans 
yesterday for a HK$100m (US$1 3m) extravaganza of 
fireworks, lasers, an illuminated barge flotilla and giant 
balloons to mark the first day of Chinese rule on July 1. 
Hong Kong, a British colony for 156 years, reverts to 
fihiwa at midnight on June 30. 

Organised by the Better Hong Kong Foundation, an 
aFHHgtlnn nf Bring K~ Qn g*S h illinnair e business people, the 
fireworks show will also feature what the organisers bill 
as the world’s largest outdoor karaoke show. More than 
30 tug businesses have lined up to sponsor the event, 
including key representatives of the British colonial 
establishment. Reuter, Hang Kong 


Flutter in the arms trade as 
Philippine deadline looms 


A JL 

Justin Marozzi on Manila’s defence procurement ambitions 


R ecent stand-offs 
between -the Philip- 
pines and China 
around disputed islands in 
the South China Sea may be 
damaging for regional stabil- 
ity but for defence compa- 
nies around the globe they 
augur well; the Philippines 
is embarking on its first pro- 
curement programme. 

Senior Philippine air force 
officers were in Sweden last 
week inspecting the Gripen, 
a joint venture fighter air- 
craft made by Saab and Brit- 
ish Aerospace, before travel- 
ling to France to Bee the 
Mirage 20005 and Israel for 
the Kfir 2000. 

The rush of activity comes 
before tbe deadline on Fri- 
day, when foreign companies 
must have responded to 
Manila’s requests few propos- 
als for a squadron of. 24 
multi-role fighter aircraft 
and up to six new air 
defence radar systems worth 
$l50m-$200m. Procurement 
officials are expected to 
whittle down competitors to 
a shortlist of three. 

These are tbe first con- 
crete steps in the modernisa- 
tion of the Armed Forces of 
the Philippines. An ambi- 
tious 15-year $6J24bn pro- 
gramme, passed by Congress 
last December, it is designed 
to make up for the country’s 
long years of reliance on the 
1 US for external defence. 

The original modernisa- 
tion shopping list, intro- 
duced to Congress in 1994, 
was even more ambitious- 
Congress shortened the list 
by allowing for a further 
$6.3bn spending within the 
period if the government is 
able to find new sources of 
financing . 

“The major defence export- 
ing countries have all beaten 
a path to Manila because 
they can see there is a major 
requirement and there is 
money available under the 
modernisation plan," says a 
western defence attache. 
“They are all a little wary, 
however, because defence 
contracts take time and the 
Philippines has no experi- 
ence in procurement." 

As a result of dependence 
on the US and a concentra- 
tion on internal counter- 
insurgency as the main 
threat to national security, 
much of the country's naval 
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The Philippines has fuelled 
the growing South China 
Sea dispute with Beijing by 
arresting 21 Chinese 
fishermen off a disputed 
rock in the area, prompting 
calls for their immediate 
release, according to 
officials yesterday, writes 
Justin Marozzi in Manila 
News of the arrests, made 
around the Scarborough 
shoal a week ago, coincides 
with talks between the 
Philippines and China in 
Beijing designed to improve 
relations. “The Chin ese side 
asks the Philippine ride to 
respect history, to respect 
facts and to respect... 
international laws and stop 
as soon as possible all 
actions violating China's 
territory,” Mr Tang Jixian, 
undersecretary for foreign 
affairs, told Mr Rodolfo 
Severino, his Philippine 
counterpart, according to 
the Chinese People’s Daily. 


and air force hardware is 
second world war vintage. 
At present, the average age 
of a naval vessel Is about 30 
years and front-line aircraft 
more than 20 years. This will 
improve with the delivery in 
July of three second-hand 
British Peacock patrol ves- 
sels sold from Hong Kong. 

With the military threat 
posed by Moslem and com- 
munist guerrillas receding - 
In August the government 
signed a peace deal with tbe 
MNLF, the largest Moslem 
rebel group, ending a 24-year 
conflict - Manila is reorient- 
ing the services towards a 
capability-based force. 

The navy will initially 
receive the largest share of 
resources. “I have given top 
priority to ... the Philippine 
navy," President Fidel 
Ramos told reporters 
recently. “The Philippines is 
a maritime country sur- 
rounded by nothing but 
maritime borders." Losses 
from illegal fishing by ves- 
sels from China. Taiwan, 
Japan and Korea - which 
the country is at present 
incapable of monitoring 
effectively - run at an esti- 
mated $lJ>bn a year. 

According to figures sup- 
plied by the navy, it will 
receive 72bn pesos (S2.7bn), 
tbe air force ©bn pesos and 


the army 25bn pesos du ring 
tbe first five years. Beyond 
that, the navy’s long list of 
requirements includes 24 
patrol craft, 16 patrol boats, 
a further six offshore patrol 
vessels (OPVs), six corvettes, 
three frigates, five seaplanes, 
nine multi-purpose helicop- 
ters, three mine warfare ves- 
sels, four transport ships 
and four tugboats. 

These will go towards 
making the navy one of the 
largest and most up-to-date 
in the region, along with 
Thailand and Indonesia. Pro- 
curement officials are now 
shortlisting companies from 
Korea. Spain, Germany, US, 
Australia, France and the 
UK for the OPVs. 

On the air force side, the 
priority for the first five 
years is the acquisition of a 
squadron of 24 fighter air- 
craft with air-to-air and air- 
tosurface capabilities, with 
another squadron planned' 
when resources allow. The 
choice of fighter will come 
down to the US F-18 or F-16, 
the Russian MiG 29. the 
Anglo-Swedish Gripen, 
Mirage 2000$ from F rance. 
or the Israeli Kfir 2000. “Ibe 
intention Is to bring back 
some of the air defence cred- 
ibility we had so we can 
detect and identify intru- 
sions into air space and sea 


areas.” said General William 
Hotchkiss, commanding gen- 
eral of the air force, in a 
recent interview. 

As one of the region’s 
most unruly democracies, 
the Philippines haa encoun- 
tered procurement teething 
problems and long delays 
avoided by its more authori- 
tarian neighbours such as 
Indonesia, Singapore and 
Malaysia. 

Signs of inexperience 
emerged when the navy 
issued specifications for the 
six • OPVs. They were not 
properly defined and the 
navy received-far too many 
responses for careful techni- 
cal evaluation. 

The long-running question 
of the extent to which con- 
tracts are binding also looms 
after c halle nges- to contract s , 
awarded in. the recent 
Manila Hotel and Subic Bay 
privatisations 'and a contract 
won in 1395 by the British 
defence. group GEC-MarconL 

Officials privately concede 
e x c h ange of contracts by the 
end of the year is a formida- 
ble challenge.'. After that 
time, with presidential elec- 
tions in May and a constitu- 
tional bah on new coutiacla 
within three months of the 
polls, firm, decisions will 
have to wait for a hew 
administration. 
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NEWS: THE AMERICAS 



By Nancy Dunn* in Washington 


Mr Richard Gephardt Democratic 
leader in the US House of Repre- 
sentatives. yesterday attacked the 
Clinton administration’s “failed 1 ’. 
China policy as mare appeasement 
than “engagement”, positioning 
himself for a tilt at the presidency 
in 2000. 

Mr Gephardt repeated that he 
would oppose renewal of China’s 
Most Favoured Nation trade status 
~ which gives it the same tariff 
levels as most other nations - 
because of its human rights 
abuses, protectionist trade policies 


and arms sales, to outlaw nations! 

But his rhetoric, in k speech to 
the Detroit Economic Club, was 
harsher thart m the pad, a sign of 
frustration with the administra- 


not think we have the cottage .to Mr . Gephardt’s attack on the 

act*? •’ <toj£a PPHc y was consistent with 

Mr Gephardt >hm» been dfetSpctag his” efforts to Hnk trade and human 
bimafllf ftyiTyi tho frrr . ■ ■vonrkpr rights. This h^ s 

some time. Last we^.he^strongjy endeared him to labour organisa- 


tion's rightward shift and of ids denounced - the balanced budget turns, whose support in the presi- 
x_ x_ ^-v: with the^Rgmblicans “ J J * * 1 ’ 

as “a budget. of defidtsr-a:dfifl’cit of 
principle, a dejfidt of fairness, a 
'deficit -of' tax Justice ajad^worst of 

all, a deficit of dollars”, .V - / . 

He will , also lead opposition to 
the administration’s request far a 
and potential incentives to seek broad authority to negotiate a host stances in Beijing,” he said. “The 
and achieve ^change," he, said of £ree*ade deals untes it agrees people of the world yearn for a 
“They cannot afford to, jeopardise to include strong labour rights and consistent American human rights 
this market But, they sbapjy do. environmental previsions.’; . policy.” . 


intention to . compete tot his party's 
presidential nomination, to those 
primaries he is, expected to fice Mr 
A1 Gore^the vice-president 
“We cannot appease China’s 
leaders Into honouring human 
rights. But we do have the .power 


dential primaries is crudaL 
The administration has finally 
placed sanctions on Burma as pun- 
ishment for its odious human 
rights record, yet it refuses to 
make the same strong statement . 
when it comes to similar ctrcum* 


He called for a policy of “firm 
engagement” with China, saying 
access to the US market was a priv- 
ilege Beijing had forfeited by its 
human rights and trade policies. 

“What have we gained by traf- 
ficking with a tyranny that debases 
the dignity of one-fifth of the 
human race?" he asked. "What Is 
gained by a policy that sees all the 
evils and looks the other way? 
What is gained by constructive 
engagement with slave labour?” 

He said US business was being 
“blackmailed” by Beijing into 
building factories in China and 
transferring technology. 


Climbdown alleged on 




air 


EPA is under fire after endorsing the less expensive 
option on dioxin emissions, reports! Bruce (M | 


A compromise by the US 
administration over the reg- 
ulation of paper manufactur- 
ing has raised hopes among 
Industry, and fears among 
ecologists, that the govern- 
ment may retreat on a larger 
dispute over dean air. 

The Environmental Protec- 
tion Agency lias been 
accused of retreating after it 
endorsed the less expensive 
of two options for forcing 
paper companies to reduce 
their emissions of dioxins 
and other toxic substances. 

to a step welcomed by the 
industry, the EPA is recom- 
mending to the White House 
that paper mills be obliged 
to change from the use of 
pure chlorine gas to chlorine 
dioxide in the bleaching pro- 
cess. Supporters of that, 
approach say it will cost 
about $L25bn arui eliminate 
over 90 per cent of the nox- 
ious discharges from pulp 
mills. 

A more ambitious pro- ' 
posal, mandating a process 
known as oxygen dehgnifica- 
tdon, would have doubled the 
cost, while Increasing the 
elimination of pollutants by 
a few extra percentage 
points. Weyerhaeuser, a 


Jamaican 
PM to 
strengthen 
Cuba ties 


West Coast paper company , congressional committees 
which has Introduced debg- ' where she has bean ■ chal- 
niBc&tion at many of its > lenged Over hnrproposals im- 
plants, said it “applauded” much tighter clean air stan- 
the EPA for promoting the dards, which are due to be 
more ambitious technology ■ finalised in July. Yet specu- 
through voluntary ■ incen- , latum about a partial dimb- 
tives nattier than coxnpul- . down by the administration 

si on. - . has gro w n after news th»t 

Bat Mr Jerry Nadler, a .three White House agencies 
Democratic Congressman - the National Economic 


from New York who reflects 
the strong environmentalist 
. sentiment of many East 
Coast voters, said it- was 
“very disappointing" that 
the EPA. .was prepared to 
acoept some degree of dltodn 
emission. 

He had been urging the 
agency to mandate chlorine: 
free paper production, argu- 
ing that the cost of $4bn 
would be easily recouped as 
consumers round the world 
insist on more- environmen- 
tally sound products. 

“International demand for 
chlorine-free paper is 
increasing, and the EPA's 
approach . Is very short- 
sighted.” he /said. “The EPA 
is in retreat” 

Ms Carol Browner, the 
EPA chairman, has shown . 
no sign of retreat in a series 
of g meTHng appe ar an c es .at 


Council, the Office of Man- 
agement Budget the 
Council on Environmental 
Quality, -- are to he involved 
in the^ clearr-air 1 delibera- 
tions.*-. V , • . ,. ". 

Ms -Browser is proposing 
tighter s tandar ds In respect 
of pzon&iThe plans have 
beam attacked as excessive 
and unscientific by a broad 
coalition of manufacturing, 
mining and energy interests, 
prompting leading; senators 
from both parties to caB for 
a compromise. 

If President Bill Clinton 
decides that these p res sures 
have become unbearable, the 
involvement of economic 
strategists freon the White 
House, whose perspective 
may differ from the EPA. 
would provide him with 
dignified ladder to climb 
down. . 



Liberals just ahead in Canada 


Canada’s ruling Liberal 
pax^y isvsetfor a shin major- 
ity in next Monday's general 
election, , according to -the 
latent opinion poll Bernard 
Simon writes from Toronto. 

All; Ekos Research poll 
the Liberals will 
do tfeet in Ontario, which 
accounts for a third of the 


801 House of Commons seats. 

According to the poll, the 
Progressive Conservative 
party, which was almost 
wiped out in the 1993 elec- 
tion, comes second overall, 
with the backing of 21 per 
cent of decided voters, com- 
pared to 38 per cent for the 
Liberals. 


The separatist Bloc Qu6be- 
cois is just ahead in Quebec 
and the right-of-centre 
Reform party is the 
front-runner in British 
Columbia and Alberta. 
Above: Jean Chretien, prime 
minister, meets workers at 
Vancouver Airport on Mon- 
day. flMMT 


Peru criticised 
for violations 
of human rights 


By SaHy Bowen In Lima 

Peru, Colombia and 
Guatemala have been critic- 
ised by title Organisation of 
American States for viola- 
tions of human rights, put- 
ting Lima in particular in 
the spotlight as it prepares 
to host the 27th general 
assembly of the OAS this 
week. 

The Inter American Com- 
mission on Human Rights of 
the OAS has just published 
its annual report for 1996. In 
it, the three countries are 
considered in violation of 
aspects of the American 
Convention on human 
rights, to which they and 22 
other OAS member coun- 
tries are signatories. 

The commission’s 1 5-page 
section on Peru highlights 
the failure to separate func- 
tions of the three branches 
of government - an Increas- 
ing Internal concern over 
recent months - and criti- 
cises the “undue interfer- 
ence" by the executive and 
the military in the work of 
the judiciary. 

Another concern is the 
continuation, despite the 
marked decline in terrorist 
activity, of “state of emer- 
gency” regulations in 18.5 
per cent of tile country - 
42.1 per cent of the popula- 
tion is affected. The commis- 
sion says the suspension of 
civilian rights and control by 
the armed forces has effec- 
tively become "institutional- 
ised”. 

The report also criticises 
the use of “faceless judges" 
in military courts, intended 
as an emergency counter-ter- 


rorist measure but prolonged 
last October for a year. 

According to the commis- 
sion. such conditions deny 
the accused trial by a “com- 
petent. independent and 
impartial” tribunal, as guar- 
anteed by the American Con- 
vention. Due process is “seri- 
ously affected" and torture 
and the acceptance of confes- 
sions extracted under tor- 
ture is commonplace, says 
tiie report. 

Events referred to cover 
1996 only. Were the report to 
include 1997 it would be 
harsher still, with the recent 
allegations of disappearance 
and torture of two female 
army intelligence agents, 
and moves by Congress 
which threaten the survival 
of Peru's new Constitutional 
Tribunal 

Peru, Colombia and Gua- 
temala are all likely to chal- 
lenge the Commission's con- 
clusions at the general 
assembly. Meanwhile the 
foreign ministers and repre- 
sentatives of 34 countries 
will press ahead to establish 
the OAS as “the principal 
hemispheric forum for poli- 
cies agreed in the wake of 
the 1994 Summit of the 
Americas”, according to 
Peru's ambassador to the 
OAS, Ms Beatrix Ramac- 
ciotti. 

Foreign ministers are 
expected to sign a “strategic 
plan for cooperation and sol- 
idarity”. Over the next four 
years they will commit their 
governments to making a 
priority of combating pov- 
erty, improving education 
and focusing on sustainable 
development policies. 
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By Canute Jamas bi . 
Kingston and Pascal 
Fletcher hi Havana 

Mr Percival Patterson, 
Jamaica’s prime minister, 
starts a three-day visit to 
Cuba this week as part of 
what officials say is a delib- 
erate strategy to improve 
relations with Havana. 

The move emphasises the 
region's rejection of US pot 
icy, which seeks to isolate 
Cuba, and follows the visit 
last month by Mr Keith 
Mftch e ll. the prime minister 
of Grenada. Mr Owen Arthur 
and Sir James Mitchell, 
prime ministers of Barbados 
and St Vincent, will make 
similar nffifial visits to Cuba 
th is year. 

"The visit is to discuss 
several issues of bilateral, 
regional and hemispheric 
concern,” said Mr Patterson. 

Caribbean leaders' have 
persistently criticised the 35- 
year-old CIS trade embargo of 
Cuba and the mare repent 
US Heims-Burton law which 
seeks to tighten the sanc- 
tions. 

Integration of Cuba, rather 
than isolation, will bring 
about the political and eco- 
nomic changes which the US 
is seeking, regional officials 
say. 

Caribbean businessmen, 
several, of whom are accom- 
panying Mr Patterson, hope 
to wr»d markets and invest-, 
merit opportunities in Cuba. 
“Cuba is a large market by 
Caribbean standards,” one 
businessman said yesterday. 
"They may not have a lot . of 
money, but they pay their 
bills on time.” Caribbean 
hoteliers have invested to 
Cuban resorts, and the 
island purchases a range of 
petroleum and soap products 
from its neighbours, while 
selling them construction 
materi als , mainly cement. 

Mr Patterson will receive a 
warm welcome from Cuba’s 
leaders, who have stressed 
Hum- interest in strengthen- 
ing - ties with C aribbea n 
states as a way of countering 
US efforts to isolate Havana. 

But Cuba’s foreign minis- 
ter, Mr Roberto Robfttoa, 
repeated Havana’s position, 
that Cuba would not accept 
my conditions, such as 

lanands for political reform, 

33 its dialogue, whether with 
individual nations or 
regional groupings like the - 
Organisation of American 
Sates. “We don’t like and 
*e don’t accept conditions.” 
le said. 


MrReed Hnndt, chairman- of the DS Federal 
Conan tmications Commission, is ‘to .step: down as soon as 
the administration can find a^uccessor. He is therefore 
likely to serve for at least another six months. 

Mr Htmdt. a Democrat and close friend of President :BD1 
Clinton and Vice President Af Gore, has been a busy and 
controversial-head at the FCC. During his tenure, the 
commission has taken several sweeping steps to 
phnnent legislation. issued,the first licences for 
advanced ‘digital television and presided over auctions of 
licences to use public airwayeb." ’ : AP, Washington 

Consumer confidence surges 

US consumer confidence has surged to a ^8-year high this 
month as Americans look forward to continued economic 
expansion, the Conference Board, a private business 
research group, said yesterday. . 

The board mid its index at consumer confidence surged 
almost nine points to 127J to May. from an April reading 
of 118.6. "Consumers are not only upbeat about the 
current 'state of business activity, but believe the 
economy will continue to expand over the next six . 
months," Ms Lynn Franco, associate director of the 
Conference Board’s Consumer Research Cadre, said. 

Nearly S3 per cent of Americans said current business 
conditions were “good”, up from less than 32 per cent in 
ApriL The percentage of people who feel “jobs are • 
plentiful" rose to nearly 36 per cent to May from 31 per 
cent in April. 

In addition, almost 19 per cant of US consuxnare believe 
business conditions will improve over the next six 
months,, up from 16 percent test month. Reuter, Neto York 

Referendum backs Alarcon 

The political position of Ecuador’s President Fabhto 
Alarcfln has been strengthened after two-thirds of those 
j voting to a referendum ratified his appointment by 
Congress last February. However, the president will now 
be under renewed pressure to implement lasting 
tMvmnmic and political reform, and reduce cong re ssi on a l 
1 influence over Ms government 

Sixty-five per cent of voters backed Mr Alarcfin, 
according to an exit pdZL An even higher 74 per cent 
, ratified the removal of former President Abdalft Bucaram 
by Congress in February after two days of national . 
protests against his government. • 

The govermnent is expected to take a hardor line 
a gwtwc t striking public sector workers who had taken 
advantage of the planned referendum and doubts about 
the government's legitimacy. Referring to a long-running 
health workers' strike, Mr Alarcdn said bis approach 
would be "dialogue with. firmness”, but the government 
bad already arrived at the limit of its tolerance. 

Economic analysts expect the government’s new 
mandate will also enable it to take tougher measures 

against the fiscal deficit and move fester with 
priv atisations . ► Justine Newsome, Quito 

Paraguay police accused 

■The entire top level of the Paraguayanpalice flace has _ 
of fe red its mdgnatinn after a newspaper investigation 
revealed pdfoeinvolveinent to trade to cars Stolen In 
neighbouring Brazil. 

“I have ordered the arrest ofthe afficers involved ana 
an invertigation to find dot who was responsible,’’ 

President Juan Carlos Wasmosy said. 

Hours earlier, tbepoHce drieL Mr Mato Sapr iza, 
framed in Ms resignation along with tbethe country’s six 
regional commanders and .17 district camzhtesfonas. 

Notfdas newspaper carried out an investigatio n into 
the stolen <sr racket, with, doconutos and photos proving 
police worked with thieves sm u ggitogveMcfes stolen in 
pre^i The security forces have frequently been accused 
of involvement to smuggling everything from whisky to 
cocaine. ,: ;r , ~X^’ Asunc & n 



Probably the best beer in the world. 
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Khatami cautious over change 


By Robin Allen in Tehran 

In his first press conference since his 
landslide victory last Friday, Iran's 
presidentelect, Mr Mohammad Kha- 
tami, disappointed those who expec- 
ted to hear him spell out specific 
proposals for ‘'change", such as 
greater cultural and social freedoms 
for Iranians. 

Instead he repeatedly stressed his 
Islamic credentials, the importance 
of the country's spiritual leader. 
Ayatollah Khamenei, and Iran's 
independence and security “within 
the framework of the Islamic consti- 
tution'’. 

Answering questions on domestic 
and foreign policy issues, including 
Iranians’ civil rights, relations with 
the US and Turkey’s incursion into 
northern Iraq, Mr Khatami’s state- 
ments were more notable tor their 
studied vagueness than for any clear 
indication of the next government’s 
priorities. 

Only over future relations with 


the US, and his insistence on the 
territorial integrity of Iraq, did he 
depart from generalities. 

“The US,” he emphasised, “is the 
source of all the problems between 
us. We are sorry to see that the US’s 
policies have always been hostile to 

Khatami’s statements 
were more notable for 
studied vagueness than 
for indicating the next 
government’s priorities 

our system and our revolution. 

“Iran's independence and national 
interests are the basis of our rela- 
tions with other countries,” said Mr 

Khwtarni 

“There will be no progress (with 
the US) until it is willing to stop 
bringing harm to our country. Any 
change in these relations depends on 
them changing their policies. Unfor- 


tunately we do not see any sign of 
that,” said Mr Khatami. 

“We do believe that with Turkish 
military intervention differences 
between countries will not be set- 
tled. We are interested in negotiated 
settlement... and we do hope that 
the Turkish government would 
arrive at the same opinion as us.” 

Mr Khatami left open the possibil- 
ity, unprecedented in Iran, of a 
woman serving in his cabinet. 

But he was vague on the possibil- 
ity of any greater degree of intellec- 
tual or cultural freedoms for Irani- 
ans, simply observing “that all of the 
rights and freedoms that are defined 
within the framework of the 
(Islamic) system should be 
observed.” 

According to senior western diplo- 
mats, Mr Khatami has no choice but 
to be vague because the fundamen- 
tal problem in Iran is the absence of 
a reliable legal framework on which 
Mils can be passed by the majks, the 

Iranian parliament 



Mohammad Khatami at his first 
press conference yesterday 


US to strengthen ties 
with African states 


By Nancy Dunne 
in Washington 

The Clinton administration 
is planning annual minist- 
erial meetings with selected 
African governments which 
adopt bold growth-oriented 
policies, a senior US official 
said yesterday in Abidjan. 

Mr Lawrence S umm ers, 
deputy treasury secretary, 
said the US wanted to re- 
orient Its policies to create 
strong trade and investment 
Unka in sub-Saharan Africa. 

To do this, “we need to 
ensure that our government 
officials who meet with their 
African counterparts are not 
just those of our aid 
agency". 

The annual meetings will 
include trade, commerce and 
finance ministers. 

Mr Summers is in Abidjan 
attending an African Devel- 
opment Bank symposium on 
private sector development. 
This follows the announce- 
ment in April of a US eco- 
nomic recovery programme 
for the region that stresses 
trade and investment rather 
than aid. 

“More aid cannot be the 


key to sustainable rapid 
growth in Africa," Mr Sum- 
mers said yesterday, accord- 
ing to a speech test issued 
by the treasury. 

“Instead, what we have 
seen around the world is 
that countries prosper when 
they earn their external 
resources by adding value 
and e x p o r t ing, or by creating 
an alluring omrh- nnmAii t for 
private capitaL" 

He said that when African 
countries adopted the same 
sort of growth policies as 
Chile and Asia, they grew 
rapidly. 

Also, they must avoid “the 
three pitfalls” of civil war, 
macroeconomic instability 
and misallocation of 
resources, he added. 

He cited a recent study 
which found that only a 
quarter of the region's popu- 
lation lived In countries that 
avoided those pitfalls in 
1995. But that group aver- 
aged &2 per cent per capita 
growth. 

“Whatever the problems of 
gro wt h in Africa, they can- 
not be traced to lack, of offi- 
cial external support," said 
Mr Summers. 


In 1996, the region 
received $15bn in develop- 
ment finawrp, but only $l2bn 
In private capital flows. By 
contrast, Latin American 
attracted $73bn in private 
capitaL 

Hie US would encourage 
further trade with Africa by 
increasing the number of 
goods eligible for duty-free 
treatment from about 4,000 
to about 5,800. 

For countries embarking 
on trade reform, the US is 
prepared to offer market 
access for “several sensitive 
products, such as textiles 
and leather goods. 

“In the future, as appropri- 
ate, the US will be open to 
pursue free trade agree- 
ments with the strongest 
performing, most growth- 
oriented sub-Saharan Afri- 
can countries.” 

US foreign aid will be 
focused cm efforts promoting 
trade and investment It will 
devote up to {25m a year to 
promote trade and transpor- 
tation protocols, harmonisa- 
tion of investment policies 
and strengthening of 
regional business associa- 
tions. 


EU, US seek to 
cut red tape 


By Guy de Jonquttres 
In Paris 

US and EU negotiators were 
last night making a last- 
ditch effort to agree a plan 
to cut red tape on $40bn of 

annual tr ansa tlantic trade, 

in time for today's meeting 
in The Hague be tween US 
President Bill Clinton and 
Mr Jacques Santer, president 
of the European Commis- 
sion. 

The proposed agreement 
would provide for mutual 
recognition of Inspection, 
testing and certification of 
information technology 
products, telecommunica- 
tions equipment, pharmaceu- 
ticals, medical devices and 
leisure craft Reaching an 
accord is regarded as impor- 
tant to maintaining momen- 
tum of the Transatlantic 
Business Dialogue, which Is 
designed to boost two-way 
trade and strengthen politi- 
cal relations. 

EU and US officials said a 
meeting in Paris between Sir 
Lean Brittan, Europe's trade 
commissioner, and Ms Charl- 
ene Barshefsky, US trade 
representative, had made 
good progress in removing 


stumbling blocks which 
have delayed a final agree- 
ment since late last year. 

“We don't yet have a deal 
in the bag, but there is mod- 
erate to high optimism that 1 
there win be an agreement 
tomorrow,” a spokesman for 
Sir Lean said test night “We 
are getting there.” said Mr 
Stuart Eizenstat, US com- 
merce under-secretary for 
international trade, who 
participated in the talks. 

EU officials said a big 
issue outstanding concerned 
the extent to which the US 
Food and Drug Administra- 
tion could legally devolve 
authority for testing and 
inspection to European phar- 
maceuticals industry regula- 
tors. 

Other differences have 
centred on the range of prod- 
ucts to be covered in each 
sector, how far a deal would 
involve US states and cities 
and how much information 
each side would divulge on 
inspections of factories in 
each others' markets. 

The officials said Sir Leon 
and Ms Barshefsky planned 
to continue negotiating by 
telephone overnight after 
yesterday's talks. . 


Angolan 

army 

clashes 

with 

Unita 


An An golan army drive into 
areas held by the former 
rebel Unita opposition could 
endanger the country's frag- 
ile p pfl cp, diplomats and offi- 
cials dose to the peace pro- 
cess said yesterday, Reuter 
reports from Luanda. 

"Apparently the army is 
moving into quite a number 
of places In Lunda Norte 
and Unita is fighting back,” 
said one western diplomat, 
referring to a north-eastern 
province. 

“This could be ft special 
case where the military is 
trying to show what they 
can do, but they could very 
well repeat this in other 
Unita zones. This can’t be 
good for the peace process." 

The United Nations and 
Unita sources said over the 
weekend that the Angolan 
axmy bad moved into areas 
controlled by the former 
rebels in the cou n try's dia- 
mond-rich northeast 

Unita reported dead and 
wonnded civilians, some 
from artillery fire. The UN 
reported dead and wounded 
from the Angolan army. 

UN officials said that the 
head of the UN peacekeep- 
ing force, Mr Alioune Blon- 
din Beye, went- to Unita’s 
stronghold of Bailnndo yes- 
terday to discuss the crisis 
with the Unita leader, Mr 
Jonas SavimbL 

Unita. tiie National Union 
for the Total Independence 
of Angola, fought a 19-year 
civil war against the then 
Marxist government which 
erupted when the country 
gained its independence 
from Portugal in 1975. 

The two sides signed a 
peace agreement in the Zam- 
bian capital, Lusaka, in 
1994. 

in April Unita entered 
into a power-sharing 
arrangement with the gov- 
ernment, thus fulfilling (me 
of the main goals of the 
Lusaka accord and of a 
6.000-plus UN peacekeeping 
force. 


INTERNATIONAL NEWS DIGEST 




new clashes 

flpnvy fi ghting has broken out in Mazar-i-Sharif, 
Afghanistan, between forces of General Abdumalik who 
occupied the city oh Saturday, arid Taliban 
fundamentalist forces allowed in on "Sunday afternoon- 
Thp TaHhan. up to LOOP strong, occupy the area around 
the Sakhjjan Mosque in the city centre while Gen ■ 
Abdumalik's forces, primarily a unit: known as 511, 
control areas surrounding the city, inducting access to it. 

Local residents say it was a decision by 5U to switch 
sides In midweek that tippedtha scales m favour of Gen 
Abdumatih after he decided to revolt against General 
Dostum on Monday. Gen Abdumalik’s forces tod ini tially 
allied with the Taliban in an efibrt to topple Gail Dostum. 
Russia and severalcentral Asian states .yesterday warned, 
the Taliban not to break across Afgh a nistan’s header with 
the fanner Soviet republics, following a meeting to 

discuss the issue in. Moscow. 

“Russia and its central Asian partners are seriously 

. . . ... , ' U.1-1.1 : U 1 amrAiwn KatHoT 


worried by toe potential TnTmi w mf ^uuureui 
the CIS ( Commonw ealth of Independent States-, a loose 
aijianm of 12 former Soviet republics)," Mr Ge nnady 
Tarasov a foreign ministry spokes man , said yesterday. 
Charles Clover, Uzbekistan; aoytftaFreehmd, Moscow 

Call for check on aid funds 

Norway has asked the Palestinian Authority (PA) to 
gyp iain how publicfnnds financed by international 
donors were allegedly misused by government officials. 
The move followed a report by the PA's auditing office 

that claimed J328m, or 40 per cent of the 1996 budget, had 

been siphoned off, some allegedly into personal accounts. - 
Donors yesterday said Norway's request could lead to 
other countries seeking greater accountability and 
transparency over how funds are. allocated to PA projects. 
Since September 1993. donors have pledged $3bn over five 
years. Of these pledges, about 78 per cent has been 
committed to investment, technical assistance, and 
transitional support. . Judy Dempsey; Jerusalem 

Sierra Leone coup protests 

Nigerian troops have reinforced Sierra Leone’s airport, 

and leaders of a weekend coup yesterday expressed 
concern about talk of a Nigerian counter-attack. Protests 
against the coup were reported in the southern city of Bo, 
where the Kamajor civilian wfHtfa loyal to President 
Ahmad Tqjan Kabbah is ignoring an order to disband. 
There were also reports of clashes in the easte r n town of 
Daru. Hie new a rm y rulers said they had reopened tend, 
air and sea access. ” Reuter', Freetown 

OECD boosts Russian ties 

The Organisation for Economic Co-operation and 
Development (OECD) yesterday formally set up closer ties 
with Russia to help in the country’s economic 
transformation process. Mr Don Johnston, 
secretary-general of the OECD, and Mr Yevgeny 
Primakov, Rnagian foreign minister, signed a protocol 
setting up a liaison committee as a precursor to eventual 
Russian membership of the OECD. 

MitiiRtPT R attending ttw annual OECD meeting agreed 
Russia would be welcome to join the 29-nation club of the 
world’s most developed nations, though without special 
concessions Wolfgang Munchau, Paris 


NEWS: WORLD TRADE 


US, Canada 
restart talks 
over salmon 


By Scott Morrison 
in Vancouver 

The US and Canada have 
agreed to resume negotia- 
tions toward a Pacific 
salmon treaty after a break- 
down in talks threatened to 
spark a trade war that could 
have affected bilateral mili- 
tary arrangements, the 
cruise line industry and 
Washington state's electric- 
ity supply. 

Canadian officials 
announced that talks would 
resume on Friday after walk- 
ing out of negotiations test 
week, claiming the US was 
negotiating in bad faith. The 
breakdown sparked a host of 
recriminations from both 
sides, the latest war of words 
in the often rocky trading 
relationship between the two 
neighbours. 

Earlier this week Canada 
seized three US fishing boats 
off Vancouver Island to step 
up pressure on the US to set- 
tle the salmon dispute. 

None of the figures 
involved was as outspoken 
as Mr Glen Clark, British 
Columbia's premier, who 
cancelled a provincial 
licence for a military weap- 
ons testing site frequented 
by US submarines. 

The federal government 
owns onshore facilities and 
the actual waters, but the 
provincial government con- 
trols the 192 sq km seabed, 
which contains C$100m 
(US$73m) of test equipment 

Provincial officials said 
another possible measure 
would be to interfere with 
the flow of the Columbia 
River, running from British 
Columbia to Washington 
state, which Is vital to prod- 
ucing hydroelec t rici t y in the 
US Pacific northwest. 

The US has “been 
extremely belligerent in 
these negotiations. I am not 
prepared to see the salmon 
fishery disappear. Someone 
has to... stand up for the 
country, even if Ottawa 
won’t.” Mr Clark tod said. 

The US State Department 
cautioned the province 
against retaliatory measures 


and suggested the Canadian 
withdrawal was an election 
ploy to show voters the gov- 
ernment was standing up to 
its southern neighbour. 
Other officials threatened to 
levy heavy fees on Canadian 
fishing boats crossing Alas- 
kan waters and on British 
Columbia-based cruise ships 
arriving in Alaskan ports. 

Canada contends US 
fishermen catch too many 
salmon as they swim 
through US waters to breed- 
ing grounds in British 
Columbia. A 1984 treaty 
designed to protect salmon 
stocks and balance each 
country’s catch lapsed in 
1992 and has been replaced 
by one-year agreements that 
have so far prevented an 
all-out fisheries war. 

But Canada, which netted 
C$250m in Pacific salmon 
last year, wants a new treaty 
to ensure each country 
catches a similar amount of 
the other nation’s stock. 

Over the past several 
years the balance has tilted 
toward US fishermen, whose 
catch of Canadian-spawned 
salmon has been about 5m 
fish more than the Canadian 
catch of US salmon. 

Commercial fishing fleets 
in Alaska and Washington 
position themselves In US 
waters to interce p t salmon 
as they return to their breed- 
ing grounds in Canada. 
Canadian officials contend 
US fleets have reaped a 
CJ500m bonus from exces- 
sive catches over the past 
decade. 

The issue is highly emo- 
tional in British Columbia, 
as the province feels the US 
is talcing advantage of its 
efforts to conserve the 
region's salmon stocks, 
which include funding 
hatcheries and banning fish- 
ing at several sites where 
the indigenous populations 
are dwindling. 

Politicians say jobs and 
the survival of some coastal 
communities are at stake, 
while scientists argue that 
excessive US fishing could 
lead to the extinction of 
some salmon species. 


Clinton’s ‘middle way’ limits options 


By Nancy Dunne 
in Washington 

US President Bill Clinton’s 
dedsiem late test week not to 
seek congressional authority 
to negotiate to trade liberal- 
isation deals until autumn 
demonstrates the limits of 
his middle-of-the road strat- 
egy as it relates to trade 
deals. 

Hie strategy - known as 
“triangulation" - places the 
president on a politically 
moderate third track 
between the conservative 
Republicans and liberal con- 
gressional Democrats. 

It readied its zenith after 
Republicans gained the 
majority in Congress in 1994, 
and Mr Clinton began a poll- 
driven zigzag from left to 
right on issues ranging from 


raising the miniTmiTn wage 
to welfare reform. 

“Tri angulation" was in 
play as he negotiated the 
recent balanced budget deal, 
but when employed on trade 
matters, it has produced 
only deadlock. 

So many members in both 
parties oppose trade liberal- 
isation that to get it passed, 
the president must somehow 
broaden the centre. 

In the short run, the 
administration wants to get 
clear of the coming cont- 
entious debate over renewal 
of China’s trade status and 
polish off the balanced bud- 
get process before sending 
Congress a “test track" pro- 
posal Under fast track. Con- 
gress promises not to amend 
trade pacts, but to vote for 
or against them. 


The authority is necessary 
if the president is to pursue 
his goal for hemispheric free 
trade and trade liberalisa- 
tion in Asia. 

The North American Free 
Trade Agreement was an 
early example of Clinton 


been so ineffective that 
many Democrats who would 
support new trade deals also 
are urging a “deepening” of 
Nafta to encompass real 
environmental upgrading 
and core labour standards. 
They want stronger provi- 


The strategy of ‘triangulation’ 
places the president on a 
politically moderate third track 


“triangulation." 

The president embraced 
the commercial deal pro- 
duced by the Bush adminis- 
tration. but negotiated “side 
pacts” on labour and the 
environment to attract Dem- 
ocratic votes. 

These agreements have 


slons to any new pacts nego- 
tiated. 

When the president visited 
Mexico earlier this month, 
six environmental groups - 
some of which had originally 
supported the pact - called 
on him to "fix" Nafta’s “seri- 
ous flaws,” which have wors- 


ened air, water and solid 
waste pollution on both 
sides of the border. 

Mr Richard Trumka, . a 
senior official of the AFL- 
CIO. the umbrella labour 
organisation, urged him 
“to use this trip to look 
beneath the surface and 
assess first-hand how Nafta 
has failed to live up to its 
promises on both sides of the 
border”. 

Republicans say they need 
80-90 Democratic votes to 
pass fast track. They have 
agreed to include labour and 
environment issues in the 
fast track, but only if they 
are not “directly trade- 
related”. 

What this means is not 
clear, but it Is certainly not 
likely to be acceptable to Mr 
Richard Gephardt, House 


minority leader, who is 
emerg in g as one of the presi- 
dent’s greatest headaches to 
Congress. 

Mr Gephardt is not easily 
triangulated. He" is preparing 
to run as labour's candidate 
for president In 2000 and has 
demanded strong labour and 
environment provisions in 
future trade deals. 

IBs aides say Ms Charlene 
Barshefsky, the US trade 
representative," in many 
hours of consultation with 
Congress over the shape of. 
fast track, has nottalked to 
the minority leader. 

Mr Gephardt* S drier rival 
in 2000 will be Vice Presi- 
dent A1 Gore. Mr Gere, once 
a favourite of the environ-' 
mentalists, has become the 
invisible man to test track, 
discussions. 


France reopens wounds on cotton tariffs 

Chirac has paid a high price for appeasing his country’s industry lobby 


T hanks to the interven- 
tion of President Jac- 
ques Chirac, France 
has successfully pressed for 
a fresh inquiry into whether 
the EU should impose tariffs 
on unbleached cotton 
exported from several Asian 
countries. 

But Mr Chirac has paid a 
steep price for appeasing the 
French textile lobby, backed 
by Mr Philippe Seguin, out- 
going Gaulltet president of 
the French National Assem- 
bly. Several EU countries are 
unhappy about what they 
see as French-driven politi- 
cisation of the anti-dumping 
rules. And Mr Chirac has 
little to show after his par- 
ty’s poor showing in last 
Sunday's first-round parlia- 
mentary elections. 

The row over unbleached 
cotton - a basic component 
of textilM and clothing - is a 
case study to the politics of 
EU trade diplomacy. It offers 
a snapshot of the tensions 
between France and its clos- 
est partner. Germany, as 
well as the pressures On Sir 
Leon Brittan. EU trade com- 
missioner, as he searches for 
better definitions of the 
community interest” to 
anti-dumping cases. 

Originally, Sir Leon called 
for five years of duties of up 



Sir Leon Brittan, EU trade commissioner searching for 
better definitions of the ‘community interest' 


to 36 per cent on imports of 
unbleached cotton valued at 
around Ecu 550m t$634m) 
from China, India, Egypt, 
Indonesia. Turkey and Pakis- 
tan, albeit with a review 
clause. “The recommenda- 
tion was border-line," says 
an aide to Sir Leon. 

European cotton producers 
and weavers complained 
that cheap imports were 
threatening jobs in France. 
Spain, Portugal and Greece. 
But dyers and printers of 
fabrics, and Europe's home 


furnishings and clothing 
manufacturers, argued 
duties on fabric imports 
would hamper their ability 
to compete against imports. 

Two weeks ago. just before 
representatives of the 15 
member states prepared to 
vote on whether to follow 
the Commission's recom- 
mendation, the state of play 
was a 86 tie with three coun- 
tries undecided: Austria. 
Luxembourg. anf l Ge rmany 

After high-level contacts 
between the Elysee, the 


Chancellor’s office to Bonn, 
and senior European Com- 
mission officials, Sir Leon 
sought to win over the 
waverers with a diluted pro- 
posal; one year of duties sub- 
ject to a rolling review. 

But to an extraordinary 
intervention, the free trade 
minded German economics 
ministry instructed the. Ger- 
man representative to vote 
against Austria and Luxem- 
bourg followed suit and the 
duties plan died. “There was 
pandemonium to Paris," one 
Commission official said. 

For the next five days, 
French officials and minis- 
ters sought to reopen the 
decision. Pressure rose after 
President Chirac secured 
Chancellor Kohl’s support at 
a mini-summit to Paris. 

But the free traders, led by 
Britain and the Netherlands, 
refused to budge. The com- 
promise of a new inquiry 
emerged at the EU summit 
in Noordwtfck last Friday. 

Mr Chirac’s intervention 
shows the disproportionate 
power of traditionally pro- 
tectionist industries such as 
textiles to France. The pre£ 
Sure is acute because of high 
unemployment and concern 
about low-wage workers 
whose jobs are at risk to a 
more liberalised Systran. 


The French government 
recently proposed a FFrSJJbn 
(5580m) plan to secure jobs 
in the sector by cutting 
social security payments. 
But Mr Karel Van Miert, EU 
competition commissioner, 
told Paris to come back with 
a plan which applied to 
other low-wage industrial 
sectors. The cotton weaving 
issue is small by compari- 
son. The sector accounts for 
5 per cent of the country's 
textiles industry output, but 
only L5 per cent, or 10^00, of 
its jobs. 

While French weaves say 
they have been undercut by 
cotton dumpers, long-stand- 
ing quotas have prevented 
any growth to. imports from 
these countries. Indeed, the 
sector has fared much better 
than the industry as a 
whole; its output, to volume 
terms, has remained fairly 
stable since 1990. 

Anti-dumping investiga- 
te are governed by inter- 
national law, agreed as part 
of the Uruguay round of 
trade talks and enforced by 
the World Trade Organisa- - 
tion. A new inquiry would 
have to prove Injury and 
causality and damage to the 
Community interest ' - 

Moreover, calls are grow.' 
ing to broaden the anti- 


dumping rules to take more' 
account of the interests of 
large importing industries 
rather than small production 
interests. The British and 
Dutch are to the vanguard, 
suppo rted by the Swedes and. ; . 
Finns, and even the Irish, 
who are reffant on foreign 
investment.' 

The broader lesson is that . 
EU enlargement to Scahdto- 
avia tilted the balance of., 
power to EU trade diplomacy 
agatost tiie French-led pn>. 
tectiomsts. This means even : 
more French, firepower 
directed against the Commiis 
sion, though countries such 
as Finland and the Nether- 
lands feel aggrieved when , 
the Commission fajls victim; 
to tog-country buHytog. ’ 

Commission . officials fear 
mistrust generated by the . 
cotton case could serve as an 
excuse to block its proposal " 
to extend powers to .negoti- 
ate exclusively' an behalf -of 
the EIT. to- Intellectual prop- 
erty and services' - one of., 
the few. demands- Mr Jacques 
Santer, Commission presi-.;- 
"derit, has madetathe ElFs v 
mter-go vernmental" confer- 
•encBL . ” T . ' : “ r “£ ( 

Lio nel l&r&er and : 
Jenny Enesliy - 
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Investors are promise<t;*qj?nstrjxctive!’ Labour approach; to, European Union 

mTZI ’j : TT ^w^. ~ ' ■ ’-'vie : I vT ■» 



By WHfiam Dawkins in Tokyo senior 



Mrs Margaret Beckett, chief 
trade minister, yesterday 
promised Japanese investors 
that labour costs would not 
significantly rise nnflftr .'the 
Labour government,- .and 
that Britain was 'committed 
to a constructive approach 
to Europe. 

'There will" be no blanket' . 


■Jfcaeca-j The governments decision 
, - . . ^-trewiayi to dgn the European Union 

trip to Japan, witfch.wiRettdf social chapter meant that 
today, is her^^^iOTerseaBl .thcae would be* "too Auge 
visit as a memberj^c^uie' add-on social costs," Mrs 
Labour government, , ainda Beckett said. 


measure of the importance 
accorded by , harj^i 
to Japanese -in 
and investnu3tt^tfie ; UK. 

. Japan is. the^flutd 
direct investor: in Britain, 

c- ■ - - 


She promised .$. ■'‘cbnstrao- 
tive and committed dia- 
logue" with. EXT partners, a 
view yrMcft wiil be 'noted 
with relief by the njtany Jap- 
anese executives .who were 


. .y* 

a- to take 
monetary 
(^T^otfldfbe "practical 
‘£bgsed on where 
iterest lay, rather 
tban.snrnRfetog decided on 
dogmatti; 

.^dSter;£hite 'year, Mr Hiro- 
shi 1 Okdda, president of 
Tbypta. Japan’s largest car 
ccimpaby, .created a political 
storm iu.the UK by warning 


repeal of the 1980s employ- witos per ^i^cif. fHe out-. was di»- thhthe^ might reconsider 

ment and trade unkm laws striding totaL' jtT^iaoed SB\ tanedng ijtael^ i from^fee EU, f^d^toye^3nent plans if 


on. ballots and strikes,” she per cent of Its-, total.’ Euro- 
said. Mrs Beckett delivered a pean Union invesgnali with 
reassuring message at a the' UK in the- past six 
series of meetings with months, official figures' say, 

. * ”v nv 


with possible, problems for 
their UK plants^ ejqpqrts . to 


stayed out of EU 
ataxy tiinoxL 

Toyota* 


Beckett issued a “pressing 
invitation" to Mr Oknda to 
discuss his concerns with 
the labour government. 

Mr Shoichiro Toyoda 
chairman of the powerful 
Keidanren economics federa- 
tion and chairman of Toyota, 
showed understandable curi- 
osity over the new govern- 
ment’s policy oh monetary 
union, she sa id. There was 
"great concern about the 
nature of the UK’s relation- 
ship with the European 
Union," said Mrs Beckett "It 
was not surprising, and in 
fact mare than welcome." 



rise 



By Robert Chats; 

Economics -Ecfitor ' • . . 

Mr Gordon Brown; the 
chancellor of the exchequer, 
faces no immediate need to 
increase taxes in his forth- 
coming mirri-Budget, accord- 
ing to an authoritative study 
by the Institute for Fiscal 
Studies and investment bank 
Goldman Sachs.’ 

The plans which Mr 
Brown has Inherited from 
the defeated Conservative 
government already embody 
a significant budgetary tight- 
ening in coming years, the 
report says. 

This reflects above- 
inflation Increases in petrol 
and tobacco duties, as well 
as the impact of ‘fiscal drag" 
as earnings increases; push 
people Into higher income 
tax bands. 

"There is quite a lotof fis- 
cal restraint in the pipeline", 
said Mr Gavyn Davies, -chief 
international economist at 


Goldman Sachs an&$r hotly- 
tipped contender to became 
the next governor . of L-fhej 
- Bank of England, -the' UK 
central bank. 

The report, entitled the ' 
Green Budget; argues- that' 
the tightening already in 
place win be enough to bring ■ 
the public back into 

a sustainable posjtianiiby the 1 
end of the preseht 'i&iUa- 
ment, even if - asthe study 
believes likely V there is 
some slippage in the govern- 
ment’s spending plans. .*•; "* 

"For tax mcreases tp be 
needed now, we would have 
to argue that the govern- 
ment win Choose to Increase ■ 
sp ending * as « share of grass 
domestic product or that the 
economy is well beyond' 
trend,” it sdys. - V'- T 

Extrapolating Britain’s' 
longterm trend growth rate , 
suggests that the ecorudmy is 
probably naming 2 per cent 
below full capacity. 

But business s urveys .find' 


Mr Gordon Brown, the 
chancellor at the exchequer, 
is to-'aonoanbe Hie date of 
his' emergency Budget on 
Monday, Treasury officials 
sai&last night They said Mr 
Brown would abide by the 
long tnufition that chancel- 
lors announce the date of 
the Budget to parliament 
Mr George Robertson. chief 
defence minister, win today 

announce the start nf a for- 
mal defence review -, prom- 
ised in Labour’s election 
manifesto. L _ 

little evidence of spare 
capacity, which suggests 
that -estimates of economic 
growth in recent quarters 
may be revised upwards. 

On unchanged policies, the 
Green Budget expects the 


government 1 to borrow 
£14.3bn ($23 ^bn) in 1997-98, 

‘ or 1 ,8 per cent of gross 
domestic product 

If the economy Is running 
at full capacity, this would 
be small mwigh to stabilise 
the government’s debt 
relative to the size of the 
economy. 

Ijfcxt it would still be twice 
thej level acceptable under 
tins "golden rule", in which 
the. government seeks to bor- 
row only as much as it needs 
to finance Investment 

The Bank of England Is 
meanwhile expected to raise 
interest rates gradually until 
there are clear signs that 
economic growth is slowing. 
But* it la not expected to . 
tighten rates aggressively 
until the pound weakens. 

Goldman Sachs expects 


interest rates to reach 7.25 or 
7.5 per cent over the next 
year, from today’s 6.25 per 
cent 

“But these rises could take 
longer to come through if 
the pound remains strong, 
increasing the odds of a 
more pronounced cycle in 
economic activity over the 
next two to three years”, the 
Green Budget said. 

Mr Chris Wright, econo- 
mist at Barclays ftawfe^ pre- 
dicted yesterday that base 
rates could climb as high as 
8 per cent over the coming 
year. 

He said that the chancellor 
had to take action to prevent 
a "volatile cycle" of growth 
and inflation. 

Editorial Comment, Page IS 
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Accountancy firms to fight tax ruling 


ByJfm Kelly 

Accountancy Gorrwtpondoot- 

Two- erf the- UK's- 'TJIg~Six' r - 
accountancy firms yesterday 
made applications to chal- 


lenge in '«mrt v tiief^tland -rdeeisiai^ ^ 

Revenue’s contrcrveagiaft rut- v^aaddjEjmst’-^: Yaah^: ‘*^S 5ps 
ing that they would be 'toed - cussopn^ with the ; Revetfei 
as companies, if they regfe- averttge position have now 
ter offshore to Mmi* legal 
risks. 

Price Waterhouse arid 
Ernst & Young were told 
earlier this year that, if they 
took up the option cf regis- 
tering in Jersey as limited 
liability partnerships (LLPs), 
they could crippling tax 
bills. Jersey, the hugest of 


the Channel f ounds between litigation, «*mrhn- to that sttf- 
Bft gtertd and France, makes 4 ’ Tered by firms to the US. 
its own ftoandallaws. ' * ' Registration in Jersey as 
- - "Leading- counsel -fadvo— LLPs would protect toe indi- 
cates J have confirmed toe vidual assets of partners 
view that toe Revenue’s from eot^t actions far negfi- 

-g ehce hrmight agatostfellow 
partners. r It would riot wh- 
tfect' the assets of fee paH- 
nership or those of any neg- 
concladed; -we have made, ligent partners, . •. 
today’s ,, applications to : ^|8Tien _ the . Revenue sig- 

obtato certainly a s to toe, 'nailed rt‘ would treat a Jer- 


the UK pay income tax. If incorrect or wrong in law. 
firms which registered to . Price Waterhouse has been 
Jersey were -taxed as UK- - closely involved in tRe-deve!- 


cornectpfK 
'Fbfi ac^mtapcy firms are. 
trying.tq^^ jgays of Unfit;! 
ing 'their^^al liabilities. 
They say ^cunent UK laws 
are uufaic.and expose them- 
to frivoloife^and vexations 


sey LLP as a ccanpany for 
tax purposes, several of the 
Big Six indicated they would 
fieht the decision. "We are 
not giving up," said one 
firm's senior partner. 

At the mom en t partners to 


companies it is estimated 
that toe total tax bills could 
rise by between 6 per cent 
and M per cent There would 
also be a one-off tax bill 
associated with the c h ange 
from partnership to com- 
pany taxation. 

It is understood that the 
"Big Six” have been to dose 
discussions with the Reve- 
nue on the issue and praise 
Its co-operation, although 
they have been unable to 
reverse its opinion. A judi- 
cial review could reverse the 
decision if it is Judged as 


opnuent of toe new law to 
Jersey and is convinced that 
the resulting partnership Is 
not a company. "We think 
toe Revenue is wrong. This 
is a very important issue 
and we think it should he 
clarified," the firm said. 

While the two firms have 
insisted they will seriously 
consider Jersey registration 
if toe conditions are right, 
the application for a court 
hearing serves to keep up 
the pressure on the govern- 
ment to introduce UK LLPs, 
taxable as partnerships. 


Unions hail 
new era 
for worker 
protection 

By Robert Taylor, 
Erppfoyment Editor 

The government's signing of 
the EU social chapter later 
this month will lead to a big 
programme of regulation to 
protect workers and unions, 
the Trades Union Congress 
says to a report today. 

Tlie report is part , of 
today’s "day of action” 
organised by trade unions 
across Europe. ^British 
unions are pressing "the gov- 
ernment hard for adoption of 
toe European w^ini market 
model, with its "co mmi t- 
ment to a strong welfare 
state, workers' rights and 
decant public services”. 

The government has main- 
tained that si gning the social 
chapter should not lead to 
the widespread introduction 
of employment legislation 
that could impede labour 
market competitiveness. Mr - 
Tony Blair, toe prime minis- 
ter, told heads of govern- 
ment last week that he 
wanted them to champion 
flexible labour markets. 

But the TUC report argues 
that the "European labour 
market is much more flexi- 
ble than is sometimes 
painted”. It also accepts that 
the European Commission is 
“focusing on ' achieving a 
new balance between flexi- 
bility for companies and for 
individual wo r k er s and secu- 
rity for workers”. 

The report goes on: "The 
TUC interprets this 
a p p maffK as ir» earning flexi- 
bility is intended to bring 
advantages to all concerned 
and that it does not mean 
maiffng workers v ulnerab le 
to new forms of exploitation. 

Ending the UK Opt-OUt 
from the social chapter is 
the first step towards the 
recognition by all EU mem- 
ber states that social policy 
is a care policy to toe same 
Way as is the in ternal mar - 
ket to which it is inextrica- 
bly linked. There should be 
no ‘flexibility' or pick and 
choose’ so far as basic rights 
at work are concerned." 

The “coming agenda", 
says toe TUC, will turn toe 
EU into a social union. The 
new regulations will cover 
legislation to restrict work- 
ing hours and protect work- 
ers employed outside their 
home countries. Once the 
social chapter is signed, the 
UK win have to pass laws to 
create European walks coun- 
cils in all UK-based compa- 
nies employing more than 
L500 people. . - 
The TUC says other mea- 
sures under social Chapter 
procedures will follow. These 
will include laws to place toe 
burden of proof on employ- 
ers tn equal pay cases and 
the granting to part-time 
employees the same rights 
as foil-timers. 


UK NEWS DIGEST 


Rights plea for 
Hong Kong 

Mr Martin Lee, leads* of the Hong Kong Democratic 
party, called an the British government yesterday to 
ensure that China did not violate human rights after tak- 
ing over the colony* next month. Mr Lee, who is due to 
meet Mr Tony Blair, the prime minister, to London today 
said be would protest about what he said were violations 
of the 1984 treaty under which Britain agreed to hand 
over Hong Kong. 

Mr Lee accused toe defeated Conservative government 
of ignoring China’s actions. “I hope the new Labour gov- 
ernment will do something.” said Mr Lee. "When there is 
a win, there are many options. When there is no will, 
there are many excuses. 1 hope Labour don’t simply 
blame the Conservative government.” he told a news con- 
ference in London. Prodemocracy activists oppose Chi- 
na’s plans to replace toe colony’s elected legislature with 
one crafted by Beijing. ‘These things are already happen- 
ing but I don’t see the British government doing anything 
about it," Mr Lee said. 

“The problem we are facing has very much been 
brought about by the neglect of the British government 
over many years." ‘ 

NORTHERN IRELAND * 


Appeal to Protestant marchers 

1 Ms Marjorie "Mo" Mowlam, chief min- 
ister for Northern Ireland to the Brit- 
ish government, is to meet top officers 
of the Orange Order today in an effort 
to head off the violence that beset last 
year’s marrhtog season. The order Is 
one of the biggest organisations in 
Northern Ireland for Protestant oppo- 
nents of a united Ireland. The march- 
ing season comes to a head on July 12, 
when Orangemen in traditional sash 
and bowler hat (pictured) celebrate the 
victory of toe Protestant Prince Wil- 
liam of Orange over the Roman Catho- 
lic King James n at the Battle of the Boyne to 1690. Ms 
Mowlam, who briefed US officials last week on the state 
of the peace process ahead of President Clinton’s London 
visit this week, is to meet Mr Robert Saulters, grand mas- 
ter of toe Orange Order, as well as officials of toe Appren- 
tice Boys, another Protestant group. 

The government is concerned that the region could see 
a repeat of last year's unrest when police bowed to a Prot- 
estant mob and forced an Orange parade through a Catho- 
lic housing estate at Drumcree, triggering two days of 
nationalist riots. John Murray Brown, Dublin 

m SCOTLAND 



Insurer sends suppliers a ‘systems bomb’ ultimatum 


Parliament ‘will boost dty 9 

The setting up of a Scottish parliament to Edinburgh 
should lead to 5.000 to 10,000 more office jobs in the city, 
generating a need for about 900,P00sq m of office space, 
Ryden International., toe Edinburgh-based property con- 
sultancy, said yesterday. It expects that the parliament, 
which may be to operation by 2000, to attract public rela- 
tions advisers, media organisations and “a whole raft of 
hangers-on", said Mr Mark Robertson, the company’s 
head of research. 

Edinburgh has about 1.6m sq m of office space and toe 
supply has been boosted over the past six months by the 
completion of new buildings. The boost to office employ- 
ment is expected to add to the 84,000 people already work- 
ing in toe centre of Edinburgh. The referendum on 
whether people in Scotland want thdr own parliament 
and whether it should have tax-raising powers is likely to 
beheld in September. James Buxton, Edinburgh 

M MUTUAL FUNDS 

Investors race to new sales record 

Sales of unit trust (mutual funds) personal equity plans 
reached records in April as investors raced to beat the 
end of toe tax year and toe election of a new government 
figures from the Association of Unit Trust and Investment 
Funds showed yesterday. The late buying surge con- 
founded reports of a lacklustre start to the Pep "season' 
to February and early March. "In February we were down 




By Alan Cane in Lon^lpri, 

Legal & General Assurance 'Society 
is giving suppliers 21. days to 
accept a new clause to its standard 
purchase order which gua r an tees 
that goods of aU kinds wifi be free 
from problems caused byjha “mil; 
lennium bomb". 7”* ^ • 

It Is among the first financ ial ser- 
vices companies to take action 
legally to protect itseff against the 
consequences of a f&tiure'hy^a sup- 
plier to assure its can cope 


. with toe change of date at, the end 
, bf toe century .. 7 7i 7 
; The "bomb", which Ss thought to 
affect: .more than 00 . per cent of 
computer systems including per- 
sonal computers .isri consequence 
of software programming methods, 
which store the year as two digits 
rather to^n four ~’97 rather than 
1997,' fbr example. 

Software using the' two-digit con- 
vdritioin wfil not .be aide to distin- 
gtdsfc. between dated to thjs cen- 
tury told the next! to&he ease of 


Legal & General, this could have 
serious consequences for the dat- 
ing of policies. 

Ms Elly Stephenson, L&G's Year 
2000 project manager, says to a let- 
ter to suppliers: "We are naturally 
taking steps to try and ensure that 
' all items wo purchase will continue 
functioning normally following toe 
date change.” 

The new clause in the society’s 
purchase terms and conditions 
reads; “The seller warrants that 
any items supplied to toe buyer 


under this purchase order shall 
include design, functionality and 
performance so that the buyer 
shall not experience any abnormal- 
ity in the performance or results 
returned from the items prior to, 
during or after the millennium 
change.” 

L&G said yesterday the letter 
was the first phase to a compliance 
programme which would cost “tens 
of millions of pounds”. The next 
stage would be to check its own 
systems for compliance, including 


air conditioning, security and fire 
protection systems. The final stage 
would he to ensure that supply 
for Items such as stationery 
and security passes could be main- 
tained. 

L&G’s action reflects a growing 
awareness among those working 
on the 2000 problem that most com- 
panies are now linked electroni- 
cally and that' the failure of one 
company because of the “bomb" 
would affect all others in toe sup- 
ply chain. 
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$147bn makes Prudential ‘the largest investor’ 


By WfflJam Lewis, , 
investment Correspondent 

Prudential Corporation is 
the largest tastJtntloiial 
investor based to the US, 
according to an analysis 
about to be published by 
C ity w a tch, toe independent 
fund management data 
provider. 

However the Prudential, 
with £91bn (S147.4bn) tfflder 
manag ement, is only mar- 
ginally ahead or Schroder 
and Mercury Asset Manage- 
ment In UK equities, MAM 
is the largest investor with 
a total cf ££Lbn undo’ nfiOl- 
nggment including 4.2 per 
-"lait of fee FTSE 100. The 
nufontial raxiks second 


wife £82bn apuL3-2 per cent 
of the FTSE iod'ind Schro- 
der third With £29bn 
invested to UK Teqnlties and 
2 ~S per cent offeeFTSE 100. 

Citywatch has analysed 
toe assets managed by afi 
the leading institutional 
investors active in. the UK 
market Its report, ccrvcrv 
209~ institutional Investors 
wife a total of n^OOta cf .' 
assets of which £764bn ls to 
UK equities. 7 „ 7 

ForBarchays^Glbbal Inves- 

iora, the, ftod^mflonagenieirt 
arm at Barclays Bank, C3ty- 
wfitcb Ires, exclnded the 
assets managed. , by Wells 
Fargo JQkko;;,the US asset 

manwe»®iit' business it 
hon^bttoi.905: 





Fund management, groups 
to the.CK normally insist on. 

keeping-secret the. details of 

clients .and the ansa of foods 
rmHw manag emen t to differ- 
ent categories. However, 




Citywatch has gathered data 
from a variety of sources, 
and It claims to be one of 
the most comprehensive 
data sources available on 
institutional investors in the 


UK. Its analysis also dis- 
closes that MAM is fee UK’s 
largest manager of segre- 
gated pension funds, with a 
total of £50bn tinder 
manag ement 

Segregated pension funds 
are managed as distinct 
entities by fund managers, 
while pooled funds are used 
by fund managers to bring 
together and Invest the 
assets of a number of 
pensions collectively. 

PDFM, the fond manage- 
ment subsidiary of UBS, the 
Swiss bank, is fee UK’s sec- 
ond largest manager of seg- 
regated pension funds wife 
£49bn under management, 
and Schroder ranks third 
wife £43bn under manage- 


ment. Nearly half of the 
Prudential’s funds under 
management are insurance 
funds and it falls to make 
the top ten of managers of 
segregated pension funds. 

Scottish Widows is the 
largest pooled pension funds 
manager with £12L8bn under 
management, and Legal & 
General is the second larg- 
est with £ll.2bn. under 
management. 

The . report also gives 
details of fond management 
groups’ clients. For exam- 
ple, Citywatch states that 
one of MAM’S largest man- 
dates comes from British 
Telecommunications for 
which it manages £1.6bn in 
UK equities. 


in the mouth," said Ms Jane Blatchfard, assistant director 
of Schroders, toe UK’s biggest unit trust manager. But 
“since the last 10 days of March applications have flooded 
in”. Fund managers sold £797m ($L29lm) of Peps to pri- 
vate investors between April 1 and April 5 - when the tax 
year ends. Sales then averaged £160m a day, much greater 
than any previously recorded. Krishna Guha. London 

URBAN TRANSPORT 


Italian group set for tram deal 

A consortium consisting of Ansaldo of Italy; Serco, a traf- 
fic management group; and Laing Civil Engineering is 
expected to be confirmed within the next few days as the 
winning bidder to take over the tram system in the north- 
ern England dty of Manchester and to bufld a £l00m 
(5162m - ) extension. 

The three companies, which form the Altrazn Consor- 
tium, have been chosen to take over a 17-year concession 
to build and operate fee 7km extension to Salford Quays 
and Eccles. They will also take over the operation of the 
existing SQfcm network, which links the two city-centre 
railway stations with Bury and Altrincham. The MGA 
consortium which currently runs the trams, consisting of 
John Mowlem Construction, GEC Alsthom Transportation 
and Amec Civil Engineering, wffi.be paid compensation 
for Joss of revenues from its remaining 11 years. 

Charles Batchelor, London; Robert Graham. Rome 
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Utilities get a 
wider picture 

G eographic Previously, this data ha 

information to be compiled by hand an 

systems have a model for 20,000 


G eographic 
information 
systems have 
evolved in the utilities 
sector from being simple 
engineering tools to 
strategic business 
applications that can 
improve customer service, 
increase efficiency and 
reduce costs. 

GIS was adopted by 
utilities In the 1980s to 
replace mUHnina of ageing, 
often inaccurate, plans of 
their pipe or cable 
networks with digital 
screen-based versions. 
Early GIS technology was 
limited to capturing on 
screen information that 
had existed on paper. 

“With older products yon 
get to throw the maps 
away, bnt the business 
benefits of doing this are 
quite limited,” says Andy 
Stafford, chief executive 
officer of Small world, the 
UK company which 
specialises to GIS for 
utilities. 

Modern systems to 
do much more by allowing 
utilities to bnDd intelligent 
screen-based network 
models that can be linked 
to customer databases, 
operational support 
systems or business 
planning tools. The aim is 
to give operators a 
real-time picture of how 
their network is 
performing and identify 
problems that could, cause 
customers to change 
supplier. 

GIS can also be used to 
explore new wpnnrUiHWm*, 
such as laying a 
telecommunications 
network alongside a 
utility’s power cables. 

A typical user Is the 
privatised UK water 
company Bristol Water, 
which wants to focus 
investment on the parts of 
Its network that need it 
most. To do this it needs a 
computer model of the 
whole network that 
includes many types of 
information, from the age 
and diameter of each pipe 
or valve, to present and 
future water demand at 
each network node. 


Previously, this data had 
to be compiled by hand and 
a model for 20,000 
p r operties could take six 
working months to bmkL 

Bristol Water recently 
developed a GlS-based 
modelling application that 

nirfai ma+innlly m f r ar i* 

most of tim data needed for 
a model from its existing 
GIS, supplied by 
Smallworld and other 
sources, such as an Oracle 
data warehouse. 

Far example, to model 

customer demand, the 
application looks op the 
consumption records for 
Bristol Water’s metered 
customers to its billing 
system. For unmetered 
customers, the system 
calculates typical demand. 
In the case of a business, 
its industrial classification 
Is used to calculate likely 
consumption, while the 
socio-economic 
classification of each 
property is used for 
residential users. 

In the past, the 
properties would have to 
be counted and demand 
Calcula tio ns 7 nade 
manually. With the new 
system, demand allocation 
is more accurate, says 
Fanne r, and a large model 
showing all the water 
mains can be generated to 
two to three hours. 

Another area where GXS 
Is provtog.its worth is to 
network maintenance. 
United Energy, a privatised 
electric i ty distributor to 
the Australian state of 
Victoria, has linfcpJ its GIS 
to on asset management 
system based an the R/3 
business software , from 
the German company SAP. 

By connecting these 
systems to a mobile data 
collection system - used 
for plotting the location of 
cables and poles to the 
field - United Energy 
hopes to get a more 
accurate picture of the 
assets it inherited Dram its 
state-owned predecessor, 
allowing it to optimise 
maintenance and improve 
customer service. 


Geoff Naim 


YOUR PARTNER IN 
CROATIA 




put VRBOVEC 


LEADING CROATIAN 
MEAT PROCESSING INDUSTRY 


ADDRESS ZAGREBACKA 148 
HR - 10340 VRBOVEC 


jtel: +385/1/894-570 
fax: +385/1/891-863 


WORLD 

INSURANCE REPORT 


world Insurance Report has a proven 
record of finding out what readers need to 
know. No matter what the location, market 
sector, company or risk, its well-established 
network of expert correspondents and 
industry contacts brings you the hard 
information and concise accurate and timely 
analysis you need 


As a subscriber to world Insurance 
Report, you will be kept abreast oh 

c omp e titors ' activities and financial 
status 

Potent ia l business and investment 


Legal and regulatory changes 

Latest deals and moves in the 
mar ketplace 

Losses around the world 


To receive a FREE scxnpte copy, contact: 

FT Hnandd Pubfehlng, Maple House. 

149 Tottenham Court Road. London W1P 9LL UK 
Telephone: +44 CO 171 8962290 
Fax: 444 (U) 171 8962319 



FINANCIAL TIMES 
Financial Publishing 


INFORMATION TECHNOLOGY 


Using the Net ■ Andrew Baxter 


Contours of 
the future 


mapped out 


Maps and textual data can be 
merged into one unified source 
of information 


T he human resources man- 
ager of a big city organisa- 
tion wants to check all the 
district offices for job 
vacancies. So he or she calls op a 
map on the organisation’s website 
and dirks on one of several hot- 
spots. Within seconds, a report 
appears on screen describing the 
jobs available. 

This is Just one example of a fast 
emerging and potentially impor- 
tant trend in the development of 
the internet for both business 
users and the public. 

A technology which has been 
around for 25 years In various 
forms - GIS or geographic informa- 
tion systems - is being brought out 
of a backwater into the IT main- 
stream because of the internet's 
ability to distribute data easily 
across an organisation or beyond. 

Clever software tools developed 
over the past few months are 

enabling info rmati on from diffe r- 
ent databases to be linked to the 
geographic data, effectively merg- 
ing maps and textual data into one 
source of information. The result is 
intelligent maps on the Web - or 
maps which do something when 
you click on thmn and can then be 
used for decision-making. 

Before the arrival of the internet 
and a gradual move towards open 
standards in GIS over recent yean, 
geospatial information had tended 
to be hidden away in organisa- 
tions’ mapping departments, which 
concentrated on collecting and 
m aintaining data rather than 
distributing it. 

“The internet will open a flood- 
gate of spatial data for general 
use." says Larry Ayers, executive 
vice-president at Intergraph, the 
US IT company which has been 
pioneering the development of 
intelligent, online mapping tools. 
“People will begin to see spatial 
data as just part of an the data 
available to them, more and more 
of which is being turned into infor- 
mation." 


Intergraph believes that for 
every 10 creators of mapping data, 
there could be 100 potential users 
and 1,000 viewers who could access 
the information via the internet. 
Last year it launched GeoMedia 
Web Map, claimed to be the first 
solution providing live access to 
intelligent maps over the Internet 
and company-wide intranets. 

Freedom of information is one 
area where maps on the Web could 
make an impact Ayers points out 
there is a mass of geospatial data 
that should be available to the pub- 
lic. but the problem has been decid- 
ing who carries the cast burden. 
“The internet has changed that," 
he says. “Now you can put the data 
on the Web at no cost" 

But most observers believe the 
greatest opportunity for smart 
maps will be within intranet appli- 
cations. “It will be people in gov- 
ernment finding out about other 
departments, or people with a com- 
mercial interest such as property 
developers," says Fredrick Limp, 
director erf the Centre for Advanced 
Spatial Technologies at the Univer- 
sity of Arkansas. 

The availability of mapa on the 
internet will widen the applica- 
tions of geospatial information, 
says Steve Reed, a senior market- 
ing manager at Intergraph’s soft- 
ware solutions business. Maps 
could come into play for every- 
thing from land permits, valuation 
and construction planning to high- 
way maintenance, accident reports 
and utilities management 

Putting textual information 
a geographic context - for exam- 
ple. a power utility’s list of bad 
debtors - could make it easier to 
assimilate. Limp suggests that the 
wider use of mapping data could 
also increase the trend towards 
focused product marketing, 
enabling companies to inject a 
geospatial element into their data- 
base mat ching to help identify 
potential customers. In turn, the 
need far accurate up-to-date geo- 
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spatial data will increase, Reed and 
Limp predict, as the Internet 
brings to new users. 

Typical applications are emerg- 
ing among early users of GeoMedia 
Web Map. In the US, the city erf 
Huntsville. Alabama, is using it as 
an address locator service. Future 
plans include widening the scope 
for public users to include zoning 
regulations and general local infor- 
mation. while- city planners, sanita- 
tion and publifc works departments 
would be able to access everything 
from a pictorial inventory of 
bridges to demographic and trans- 
port planning data. 

to Florida, the St Lucie County 
Property Appraiser’s Office Is 
using the system Internally to 
access data about property valua- 
tions and link the information to a 
map of the area. It is trying to 
determine whether to charge out- 
side commercial organisations for 
the service, says Robert Moore, 
director of GIS. 

One of the most ambitious appli- 
cations has been in the UK, where 
Intergraph launched a service in 
April to make geospatial informa- 
tion from government agencies and 


private data providers available - 
online. Aimed at planners and civil 
engineers, it started with borehole 
data from the British Geological 
Survey. Information about sites of 
special scientific -interest, from the 
government's wildlife agency. 
Nature, , is due to be added 
next week, and electronic payment 
will be possible next month. 

The core technology behind Geo- ~ 
Media Web Map is Intergraph's 
ActiveCGM, which converts GIS 
data “on the fly" into Web-enabled 
intelligent maps. A second version 
expected around the end of .the 
year will enable data such as an 
aerial photograph to be used as a 
backdrop and will work with a 
much wider range of databases. 

Under pinning these develop- 
ments is a “universal GTS , client” 
called GeoMedia, launched 
month by Intergraph «nd designed 
to give access to other -geographic 
information systems without hav- 
ing to translate data, cutting the 
turn* taken to access and analyse 
spatial information. 

Meanwhile, other companies are 
assessing the role the internet can 
play for distributing geographic 


mffrirmatinn , smart nr otherwise. 

Colorado-based. Earthwatch has 
an. Internet-based service called 
Digital . Globe Navigator which 
- freon this summer will allow users 
to order maps online _from its own 
Early Bird satellite, the. first of a 
planned network of three. 

- Initially, interest from foreign 
militar y powers -will be extremely 
tri g ti ^ soys John .Lee,' international - 
channel sales manager, ■ "as the 
information . was. . previously ■ 
unavailable. “Then it will revert to. 
traditional users .of mapping and 
GIS data, from forestry and oil 
companies to munic^palities. >, - * 
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Whoever the outcome of Bitl^ next 

morith; the ^wealthy mini-state at Europe's heart.i^ll be influential 
in pplitical and monetary^ policy wfeeni it^fes over the 
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Inflation (annua* 96 changa h CP*} 

Unamptoymanr rate (% of woiMoro^ 


Government budget balance (% of GDF^ 08 12 1.5 




leir the secabd hatt at 
• fills yea r, tiny. 400,000- 
, strong , ': Luxembourg 

Wffl a gpln exert an faflmn>c 

across the' 370m-stfong Euro- 
pean Union oat at aH propor- 
tion- ’to its size. 

The wealthy mini-state at 
Europe’s heart takes over 
the rotating presidency of 
thejEZT on Ja2y 1 - another 
chabce for it to play the cen- 
tral jtple it has fulfilled for 
four decades, as one' of the 
six founders of the original 
European Economic Commu- 
nity. 

If, as hoped* EU leaders 
complete the Intergovern- 
mental Conference on 
reforming the Union at nest 
month's Amsterdam sum- 
mit, Luxembourg will not 
have to take over running 
the negotiations. But it will 
face the tricky task of trans- 
lating Amsterdam's political 
agreements into a legally- 
workable treaty in li lan- 
guages - a mirror image of 
its 1291 role in «h»rfog the 
Maastricht Treaty, when 
Luxembourg’s presidency 
preceded that of the Nether- 
lands. • - 

In continuing to lay the 
foundations for European 
monetary union, it wiD be 
implementing a project of 
which a tanner Luxembourg 
prime minister, Mr Pierre 
Werner - who devised the 
first single currency pfon in 
1970 — is acknowledged as 
the intellectual father. 

in both tasks, the Luxem- 
bourg presidency will have 
an even more direct line 


• WiM 


tfcgt-jsaal tflj’ 

. Cdmmlsslon jresi^ent: foJthe rbainpolicy areas, it 

anbflier former Luxjranbdurg^' is¥x>unnitte<T^ bei^1fo tbfe^ 
prtrM minister. Mr s ' jacQhes EVs -imxar may— 

Santgr. - ’ , ■ V ' etiahl e" Tf try ^fn^ttnt^p ,+A pfay ' '' 

But in. carrying pubwibaif' a disjffopca73onate foie. >.T 7 
may be the centraf. task-.of On the Mgjjest initiative 'of^ 
its presidency, preparingfor all, the sipgle. currency,. ij . ■ 
enlargement of the EuHo.the' was' the ffrstEUstate- :to ' 


.Maastricht Treaty, 
yuxembourgis committed, 
itor closer co-operation 
a, and home affairs, 
. a quarter of its 
|: workforce commut- 
in’ each day from sur- 
5." countries, it epit- 
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ife 


wflJ iranicaUy be 
seeds for -future 
of its owp powers. 


. .. .. __ _toe Europe of open 
meet the Maastricht . qu^l^- ' b^d^, / 

-ing attak&l; No other paan- " '■ . gjfieV Schengen Treaty, 

kWIWUIi fka Am* frwvm 


Enjarg^nmit front lSTo asi; fled. 


try comes, dpso to 

the ease with which itqaali- 


many as 27 members *wdD not 
only represent a revdhiticai- 
ary change for the EEtlit win 
inevitably have a Igxeater 
impacton Luxembourg's ^ sta- 
tus and ' iwfhMTiftfl fhari tha 
jump foam , six members to 
15 .. 

Even tf it achieves its 
dteritoetf wish of retailing a 
European commissioner, its 
voting .weight in the Council 
of &Bnisteg ydn.be reduced, 
and its opportunity to hold 
the presidency and direct EU 
atfiafoB less firequem. . 

Moreover, accession of 
eastern Ermppean states will 
glifft- the EC’s political 
geographical centre of grav- 
ity eastwards That will pose, 
a challenge tor a state which, 
has deftly thcploited its loca- 
tion sandwiched between 
France anBTGermany, at the. 
junction^ iof Latin and 
An^oBanhlnuttara .. 

But th^ncept of flexibil- 
ity, or the Idea that certain 
groups afEU; ptatea may pro- 
ceed more qirit^y than oth- 
ers along, particular policy 
paths. Imqy provide a way 
for Luxembourg to ensure It 


In 8od8il policy , it is a 
staunch defender of the 
"European,: social model", 
which it identifies closely 
with its own national system 
— as Luxembourg’s youthful 
Christian : .Socialist ’ prime 
minister, Mr Jean-daude 
Juncker, wi«h» dear -in his 
anTinqi “state of nation" 
addrees this month. He pas- 
sionately rejected mH« fo an 
OECD- report for Luxem- 
bourg to cut benefits and 
increase labour market flexi- 
bility to tackle its low, but 
rising, unemployment. 

“Precarl ousness of paid 
employment, liimiiWnn of 
labour law, uncontrolled 
deregulation, frenetic flexi- 
bility - in short, toe disman- 
tling of tiie social state - is 
ho -solution, po Europe's 
employment crisis," he 
warned. 

Mr Jacques Poos, foreign 
minister, says Luxembourg 
will use its presidency to 
re-launch efforts .to build 
an EU-w ide social policy, 
after the UK's new Labour 
government lilted its veto 
on the social protocol 


which, the first group 
countries estab- 
lished passport-free travel 
1 between them - set to be 
Incorporated into the new 
EU treaty - Is named after 
the Luxembourg village bor- 
dering France and Germany 
where it was signed. 

And Luxembourg, natu- 
rally, »nthnsi»g ti «-ally 

embraced the single market 
Already the banker for large 
numbers of cHantg from sur- 
rounding countries, it now 
ha« • awihttioo* to be ho me to 
their pension funds. 

Such moves may help it to 
nffia* the domestic downside 
of the introduction of the 
euro; the costs and revenue 
loss it will entail for the 
mainstay of the Luxembourg 
economy, the financial ser- 
vices sector. 

The Luxembourg bankers’ 
association has estimated 
twmnltinn COStS to the eOTO 
alone at LFrSbu. or nearly 4 
percent of total annual bank 
re ve n ues, while the loss of 
foreign exchange other 
tvimmi«gnnr> income wflj also 
hit revenues. 

Perhaps more perni- 
ciously, arrival of a single 
currency could bring 



demands for further Europe- 
wide hnrmrml«nti«w of bank- 
ing rules. That could include 
wi thho l ding tax and mini- 
mum reserve requirements, 
whose absence is one of Lux- 
embourg's ’ attractions, as 
well as bank secrecy rules - 
something the (hand Duchy 
hniflu sacred. 

Pressure for reform of the 
latter may increase as 
Belgium and Germany, in 
particular, have become 
more vocal in complaints 
that Luxembourg is being 
used as a tax haven. 

The issue simmered over 
Into a diplomatic row after 
the recent leak of a Belgian 
diplomatic report alleging 
Luxembourg was a centre 
for money-laundering by 
such figures as Saddam Hus- 
sein, Colonel Gaddafi, and 
Zaire's deposed President 
Mobutu. 

Mr Juncker «nd Mr Poos - 
who formally complained to 
Belgium ■ - rubbish such 
claims, and even suggest a 
deliberate plot to undermine 


Luxembourg’s banka, 

“These accusations could 
damage the Luxembourg 
financial sector - and I 
think they were launched in 
order to do damage," Mr 
JUncker told the FT in an 
interview fiiia month. 

Luxembourg's secrecy 
rules, he added, could not be 
used to screen illegal activi- 
ties, which banks are legally 
obliged to report. The gov- 
ernment has also issued 
draft legislation to extend 
ihp scope cd pvigtfnp money- 
laundering laws. 

But [wmIKH* pressures on 
a sector which accounts for 
15 per cent of GDP and 
nearly one-third of corporate 
and income tax revenues, 
have focused minite on the 
need to avoid over-reliance 
On financial serv ic e s . 

Mr Juncker puts continu- 
ing the diversification of the 
Luxembourg economy, 
which began in the 1970s 
with the move away from 
steel, its historic source of 
wealth, at the top of his list 


of domestic priorities. 

"Luxembourg must draw 
lessons from its own his- 
tory," he told the FT. “We 
moved away from one form 
of economic monolithism. 
but we risk becoming the 
victim of another - banking. 
We must continue structural 
diversification." 

The media sector has been 
identified as the "third 
wave" in Luxembourg's eco- 
nomic development, and 
Compagnie Luxembour- 
geoise de TtJediffusrfon has 
strengthened an already 
powerful position in Euro- 
pean broadcasting through 
the merger of its TV inter- 
ests with Germany's Ufa. 

The success of 12-year-old 
SodLfitfi Burop6enne des Sat- 
ellites, operator of toe Astra 
satellite system, has made it 
one of toe biggest contribu- 
tors to file Grand Duchy's 
public revenues. 

The self-styled "Mediaport 
Europe" suffered a setback, 
however, when Europe 
Online, the multilingual 


Internet service provider, 
was declared bankrupt last 
summer after being dogged 
by squabbles among Us 
shareholders. 

Mr Juncker says all sec- 
tors must be encouraged and 
modernised. This month he 
announced an acceleration 
of corporate tax cuts to 
increase Luxembourg's com- 
petitiveness and attractive- 
ness for investors, as well as 
measures to encourage sub- 
sidiaries of International 
companies to re-invest prof- 
its there. 

But it is being part of a 
greater Europe, and particu- 
larly toe coming single cur- 
rency , that Mr Juncker sees 
as the best guarantee of 
maintaining Luxembourg's 
influence and prosperity. 

"If you want to be an 
actor, you have Co be part of 
the team, you have to play 
baH," be says. 

After 40 years at the heart 
of Europe, Luxembourg 
understands better than 
most the value of teamwork. 
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Our multilingual account o&cers are at 
youx service in some three-dozen financial 
centres around the world. And though they speak 
many different languages, all are committed 
to one fundamental principle: to protect our 
clients' capital as we safeguard its purchasing 
power. 
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of financial conservatism: private hanking huilt upon 
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conservatism, vigorously pursued, has created 
a global private hank of exceptional stability, 
capable of weathering the roughest storms. 

To our way of thinking, it is security as well 
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understanding and discretion. 
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BANKING • by Simon Gray 

Shrugging 
off cafe 
chatter 


ECONOMY* by Neil Buckley 


Scandal claims 
seen as attempt 
to make Duchy 
harmonise tax 
on savings 

Luxembourg’s bankers are 
resigned to the occasional 
brickbat from the media and 
politicians in neighbouring 
countries concerning alleged 
money-laundering, tax eva- 
sion or other wrongdoing In 
the Grand Duchy's financial 
sector. 

The leaking to the press 
this month of a report by a 
Belgian diplomat, accusing 
the country's banks of a 
variety of sins including 
laundering the Ill-gotten 
gains of dictators such as 
Saddam Hussein, Jean-Bedel 
Bokassa. Mu ammar Gaddafi 
and, topically, deposed Presi- 
dent Mobutu of Zaire, was 
the latest in a long line of 
such Incidents. 

Hugo van Dijck, the for- 
mer second -ranking diplo- 
mat at the Belgian embassy 
in Luxembourg, in particular 
accused one small bank 
recently acquired by Krediet- 
bank Luxembourg (KBL) 
horn the Paribas group, of 
being a conduit for money- 
laundering. 

The publication of the 
report came just a couple of 
weeks after KBL chief execu- 
tive Mr Damien WIgny had 
complained publicly about 
the “general hypocrisy 
toward the financial centre 
of Luxembourg”. Last sum- 
mer the bank was the target 
of press reports alleging that 
a disgruntled former KBL 
employee had presented the 
Belgian authorities with a 
list of customers who were 
not paying tax on their 
investments in the Grand 
Duchy. 

The latest accusations 
brought a swift response in 
Luxembourg. A statement 
from the foreign and justice 
ministries described the Van 
Dijck report as “recycled 
cai£ gossip” part of a “sys- 
tematic campaign of denigra- 
tion’' and also protested to 
the Belgian authorities- 

KBL vigorously denied the 
report, while the bank’s for- 
mer chief executive Mr Con- 
stant Franssens practically 
accused Mr Van Dijck of 
lying about an alleged con- 
versation between them. 

A growing body of opinion 
in Luxembourg believes that 
such attacks, and others con- 
ducted by the German tax 
authorities and media, are 
an attempt to exert pressure 
on Luxembourg to water 
down its banking secrecy 
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provisions and/or accept EU 
harmonisation of taxation of 
savings - or at least to scare 
off investors from those 
countries who keep their 
assets shielded from the tax- 
man in the Grand Duchy’s 
banks. 

Prime Minister Jean- 
Claude Juncker protested in 
his recent state of the nation 
speech to Parliament that 
the country needed no les- 
sons on combating money 
laundering or co-operation 
with judicial authorities in 
other countries from anyone, 
adding, “Those who think 
these pressures might influ- 
ence our policy in negotia- 
tions on fiscal harmonisa- 
tion are mistaken." 

However, Mr Juncker also 
warned the financial sector 
that its future should not 
depend on tax advantages. 
That is something Luxem- 
bourg bankers are bearing in 
mind as they prepare for the 
challenges of the European 
single currency ami simulta- 
neously grapple with one of 
the sector’s biggest weak- 
nesses, its costs. 

On the face of it, Luxem- 
bourg’s banking sector con- 
tinues to enjoy satisfactory 
progress. Last year the 221 
banks (one more than at the 
end of 1995) had a combined 
balance sheet totalling 
LFrl9,300bn and achieved an 
aggregate profit before provi- 
sions of same LFrilObn, up 
from LFrl04bn the previous 
year, according to provi- 
sional figures from the sec- 
tor's regulator, the Luxem- 
bourg Monetary Institute. 

Mr Paul Meyers, chairman 
of the Luxembourg Bankers 
Association (ABBL). says the 
sector benefits from its 
diversified nature and wide 
range of activities which 
enable it to offset cyclical 
disparities between the dif- 
ferent segments of the finan- 
cial market. At LFr207bn, 
the industry’s gross earnings 
last year considerably 
exceeded those In the previ- 
ous record year of 1993- 

But Mr Meyers says, “Staff 
costs rose by 30 per cent 
over the three-year period to 
LFr48bn and swelled operat- 
ing expenditure to such an 
extent that net profit before 
provisions was only 53 per 
cent of gross earnings,” - 
which is poor by interna- 
tional standards, and well 
below the 1993 ratio of 62 per 
cent. “It is clear that the 
profitability of the banking 
sector is declining," he adds. 

The ABBL chairman notes 
that around two-thirds of 
bank earnings come from 
interest rate margins, which 
were affected by the low 
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level of global interest rates 
and showed little Improve- 
ment last year. Income from 
the securities market grew 
strongly, but sales of securi- 
ties constitute less than 10 
per cent of total bank earn- 
ings. 

Pressure on costs will 
increase as the launch of the 
single European currency, 
the euro, approaches. The 
Luxembourg bankers’ associ- 
ation has estimated total 
transition costs for the sec- 
tor to the euro at LFrSbn, 
equivalent to almost 4 per 
cent of last year’s total bank 
revenues. 

The government recently 
announced plans to allow 
companies to offset part of 
their transition costs to the 
euro against tax - one of the 
first EU countries to do so - 
which should ease some of 
the pain. But banks will also 
be hit by loss of revenues 
such as commission on for- 
eign exchange dealing 
between currencies which 
will be absorbed into the 
euro, and on Luxembourg 
Franc-denominated Euro- 
bonds. 

Mr Lucien Thiel, general 
manager of the ABBL, says 
it is important not to overes- 
timate the impact of the sin- 
gle currency on Luxem- 
bourg, which has the 
opportunity to become one 
of the leading financial cen- 
tres within the new euro 
zone. 

But the banks are busily 


looking for new sources of 
income which could fill the 
gap created by any euro-re- 
lated revenue losses. 

First on the agenda is the 
creation of German-style 
kypothekenbanken, or mort- 
gage banks specialising in 
property financing for busi- 
nesses and individuals. Such 
b anka would be permitted to 
Issue property-related or 
mortgage bonds, a high-end 
product whicb universal 
banks are not permitted to 
offer. 

A bill allowing the cre- 
ation of mortgage banks is 
before parliament, and 
should be adopted within the 
next few weeks, possibly 
allowing the first such banks 
to appear later in the year. 

An even bigger opportu- 
nity may be o ffe red by cross- 
border pension, funds, an 
idea the bankers' association 
is developing in co-qperation 
with its sister body Alfi, the 
investment funds association 
(see fond management, page 
4). 

Other ideas for potentially 
profitable niches are in the 
pipeline. 

But the financial sector 
knows that its attractions, 
such as lack of withholding 
tax, and secrecy rules, will 
continue to come under scru- 
tiny. It has weathered the 
latest storm over the Belgian 
diplomatic report, but it 
knows there will almost cer- 
tainly be more attacks to 
come. 
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OECD ideas for 
dealing with the 
jobs problem 
have provoked a 
piqued response 

Luxembourg is not used to 
criticism of its economic pol- 
icies. Its growth is forecast 
to be close to 4 per cent 
again this year, and GDP per 
head is the highest in the 
European Union. So a recent 
OECD report calling for 
Important changes to its 
social security and labour 
laws salt murmurs of indig- 
nation nvrhning throu gh the 
narrow streets of Luxem- 
bourg’s government district 

No one questions Luxem- 
bourg's -claim' to have 
achieved an economic mira- 
cle since the 1970s. It had a 
monolithic economy in 
which industry accounted 
for 40 per cent of GDP with 
the steel industry alone 
accounting far 20 per cent 
But the oil price shock of 
1973-74 and worldwide slump 
in steel demand threatened 
to bring the Grand Duchy to 
its knees. 

The fightback began with 
a rapid 15 per cent reduction 
in steel capacity and a 37 per 
cent cut in the workforce, a 
plan agreed between employ- 
ers, unions and the govern- 
ment These steps were cou- 
pled with- a carefully 
managed programme to 
diversify the economy into 
anas such as financial ser- 
vices and the mwiia 

The result transformation 
of the Grand Duchy's econ- 
omy and some of the fastest 
growth rates in Europe. 
Today, industry accounts for 
less than 20 per cent of GDP 
and steel for less than 5 per 
cent Services, meanwhile, 
have doubled their share to 
more than 60 per cent 

Annual growth between 
1970 and 1994 averaged 3.9 
per cent. The Luxembourg 
economy avoided the 
Europe- wide recession of the 
early 1990s, and growth oyer 
the past decade has averaged 
1.5 percentage points higher 
than for the EU as a whole. 
Inflation remains low at 1.3 
per cent in the first four 
months of this year. 

To cap it all. unlike its 
neighbours Luxembourg will 
sail into European monetary 
union with a projected bud 
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get surplus this year, and 
debt scarcely (mo-twelfth the 
level permitted by the Maas- 
tricht treaty. 

So what is the problem? . 

Unemployment, say the 
OECD and some of Luxem- 
bourg's own economists. 
While it is still enviably low 
at 3.7 per cent, it is at its 
highest since the war, and 
rising. .Moreover, even 
though job creation, at about 
2.5 per cent of total employ- 
ment, or roughly 5,000 jobs a 
year, outstrips that of most 
EU states, many new jobs 
are taken by skilled workers 
from neighbouring countries 
and further afield. 

Two-thirds of Lnxemboor- 
gers losing their jobs find a 
new one within six months - 
but one-third , do not They 
risk becoming part of a 
developing hard core of 
long-term unemployed. 

A quarter of all Luxem- 
bourg jobs are held by for- 
eigners, and- with 
double-digit percentage 
unemployment in surround- 
ing regions, and about 
100,000 jobless within a 70km 
radios, many jobs are likely 
to continue going to what 
Luxembourgers call “border- 
ers". 

To promote further job 
creation, the OECD caHed 
for several measures to 
increase labour market flexi- 
bility: 

• abolish wage indexation 
to make wages more respon- 
sive. especially at the lower 
end of the scale; 

• reduce “generous” unem- 
ployment benefits which 
may reduce work effort and 
incentives to look for work, 
and use savings far employ- 
ment promotion; 

• relax the system of collec- 
tive wage agreements to 


allow outsiders to fprice 
themselves back into the 

market”; 

• restrict access to special 
benefits, such as disability: 
and early retirement pay- 
ments, to reduce fraudulent 
claims and the use of early 
retirement schemes. . 
r Perhaps because the 
recommendations touched 
two sacred cows -'wages' 
frideyad to inflation, and one. 
of the most benevolent wel- 
fare systems in the EU;- the 
government reacted ' with 
pique. ... 

Jean-Claude Juncker, 
prime minister, said in his 
state of the nation address 
tfris month: “We are not in . 
England, we are not in the 
US, nor in Asia - we are.fo 
Luxembourg. We have bur 
own social model which 
suits us well We have our 
own cus toms and. we do_nqt 
expect others to adopt them. 

He added that “frenetic 
flexibility” was not the soju-; 
tion to the employment prob- 
lems of Luxembourg or 
Europe. 

Instead, Mr Juncker con- 
centrated on increasing : 
competitiveness of Luxem- 
bourg industry as tihft means 
to create jobs,' by accelerat- 
ing tax cuts. A phased cut in 
profits taxes from 33 per cent 
to 30 per cent by 1999, which 
was announced last year, is 
being brought forward a 
year. Together with aboli- 
tion oflocsdcapitaltaxes 
last year, the effective cor- 
porate tax rate ' will have 
fallen from 4029 per cent in 
1995 to 37.45 per cent in .1998. 

To encourage investment 
in Luxembourg, the govern- 
ment will also allow subsid- 
iaries of foreignowned busi- 
nesses that reinvest profits 
in the. i (hand -Duchy r , rather 


'than send them: abroad to 
offset the net., asset tax 
against .their, total tax bill* 

In a measure which should . 

help to : subdue ! wage, 
demands, Mr- Juncker also 
announced cuts. in income . 
tax”"bs; . raisdng"!peiTSonai 

allowances: and lowering the 

top rate ficora per cent .to 
48 per cent. - . , 

-Bnj^-iajS Mr Paul Hippert, 
managing director of the 
Luxembourg . Chamber of 
Commerce,, many employers 
support the OECD’s call for 
a 'cut in benefits to provide 
greater impetus for. unem- 
ployed Luxembourgers to 
sebrch for jobs. . Some offl-; 
rfai a also suggest . social 
security reform. wfll. be on 
the agenda Qnf» the govern- 
ment bas tackled the ddi- 
* cate TTtat+p r of public sector 
pension reform, if only t0 
.reduce the burden bn the 
publicrpurse. 

For now, pensions are 
rfrenmating ’ the agenda. Lux- 
embourg’s -16,000 .Ljgoyem- 
merrt emplojreiis'Tecefve a 
generous state pension of 
five-sixths of final salary ~. 
unsustainab le as birth rates 
foil and • life expectancy 
increases. 

Mr Juncker lias been 
unable to reach a hoped-for 
agreement .on reform -with 
the 'CGFP civil' service 
union, but says he will press 
ahead with introducing leg- 
islation before the summer.. 

“Our public finances' are 
menaced by pension costs, I£ 
we don’t, do anything 
between how and 2015 we 
will have' to reduce pensions 
then, and beneficiaries will 
rebel 

“1 prefer to tackle prob- 
lems. while they remain 
small, rather than to wait 
until th^.h^cqmg.3.cria^”^ 


Reinforced for recovery 


An increase in 
investment and a 
stronger market 
have brightened 
prospects 

Arbed, Luxembourg’s only 
home-grown multinational, 
may have slipped into the 
red last year, but the 
world's seventh-ranking 
steelmaker (with output of 
11.7m tonnes last year) is 
confident that it is still on 
track for long-term success 
in an increasingly competi- 
tive business. 

The group has invested 
heavily over the past few 
years in modernisation and 
the acquisition of capacity, 
and now has big steelworks 
in the Grand Duchy, Bel- 
gium, Germany and Brazil, 
other production facilities in 
Japan, South Korea and the 
US, and outlets in more than 
60 countries worldwide. 

With the European steel 
market expected to perk up 
this year after being in the 
doldrums Joseph Kinsch, 
chairman and chief execu- 
tive, expects the group to 
enjoy better results in 1997 
although he won't actually 
use the word profit. 

The downturn is attri- 
buted to a variety of factors, 
including an indifferent gen- 
eral economic climate, cut- 
backs in civil engineering 
projects as EU members 
slashed public spending to 
meet the Maastricht criteria, 
and drawing down of stocks 
by stockholders and end-us- 
ers. 

The resnlt was empty 
order books and tumbling 
prices. However, Mr Kinsch 
believes that is now in the 
past. “We are confident 
about the upturn in prices 
as well as orders,” he says. 

"Prices fell very low in 
1995 and last year in our 
home markets, with Euro- 
pean steel becoming the 
cheapest in the global mar- 
ket. But now expectations 
are good with relatively 
improved prices throughout 
the European Union.” 

Mr Kinsch believes Arbed 
Is benefiting from a whole- 
sale industrial and organisa- 
tional restructuring 
launched in the early 1990s, 
starting with the transfor- 
mation of the group’s Lux- 
embourg-based parent, 
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ArbecTs horizons extend far beyond Its co-ordinating headquarters in Luxembourg 


Arbed. into a holding com- 
pany with a co-ordinating 
role and the grant of auton- 
omy to the group’s opera- 
tional sectors. 

Subsequently the group 
has invested heavily in pro- 
duction facilities, including 
the con version of the entire 
long products sector to elec- 
tric steelmakmg technology 
and greater focus on higher 
added-value products, such 
as coated steel sheet, for 
which margins generally are 
higher and demand is 
steadily increasing. 

However, these initiatives 
were insufficient to offset 
the depressed state or the 
market last year, says Mr 
Kinsch. Consolidated sales 
totalled LFr232.2bn, a 
decline of 9.7 per cent, 
although it would have been 
4.6 per cent but for the sale 
of a majority stake in ARUS, 


Arbed’s stockholding joint 
venture with France’s Usi- 
nor SacQor, to the EUcImer 
group. 

This performance Is not a 
bad one, Mr Kinsch says, 
given the downward pres- 
sure last year on prices, 
which fell by an average of 
- 13 per emit for beams, seven 
and 14 per cent respectively 
for cold-rolled and hot-rolled 
coils, and 21 per cent for flat 
stainless steeL But overall 
the group posted a consoli- 
dated loss for the financial 
year of LFr28m, compared 
with a profit of LFriLfibn in 
1995. 

The loss attributable to 
Arbed itself, at LFrLJfon, is 
actually higher than the 
consolidated figure, because 
the only business area actu- 
ally in the red was the long 
products sector, a 100 per 
cent subsidiary of the parent 


company (other parts of the 
group .are- .not wholly 
owned). . . 

The reduced weight 
within the group of the long 
products sector (beams, sec- 
tions, sheet -piles, rails and 
reinforcing bars), produced 
at three plants in the Grand 
Duchy as .well as UnterweL 
lenbom in . eastern Ger- 
many, is indicative of Arb- 
ed’s change in - character 
from a primarily Luxem- 
bourg-oriented company 
with stone interests abroad 
to .a truly.' international 
group. 

In the early 1370s, before 
the oil price hikes brought 
Europe’s steel industry to 
its knees, Arbed employed a 
workforce of around 27,000 
in Luxembourg, it has 
reduced this to some 
7,000 (without compulsory 
Continued on Page 4 


And now for something completely different. 

Luxembourg is more than what you have 
always been told about it 

FIND OUT FOR YOURSELF ;f; 

at www.restena.Iu/other/IuxserversiitiTd 

Additional information on Luxembourg and government policies is 
available at die following address; 

Information and Press Service of the Government 

43, Boulevard FD Roosevelt - 1 

L-2450 Luxembourg • • - - 
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LUXEMBOURG 3 


EU PRESIDENCY • by Lionel Barber 


Old hands lead the way to pastures new 


A steady nerve is 
needed to steer 
next phase of 
enlargement and 
monetary union 

Luxembourg takes over the 
rotating presidency of the 
European Union on July i. 
with a mixture of pride and 
trepidation. 

The chief task will he to 
steer the op ening phase of 
enlargement of the EU to the 
new democracies of central 
and eastern Europe, a turn- 
ing point in the history of 
the Union. 

Yet with a little over four 
weeks remaining, Luxem- 
bourg can only keep its fin- 
gers crossed that EU leaders 
will meet their .self-ap- 
pointed deadline of mid-June 
for wrapping up the Inter- 
governmental Conference 
(I GO, itself the pre-condition 
for launching enlargement. 

Fortunately, the Luxem- 
bourg government can call 
on an experienced team. 
Many cut their teeth on the 
1992 Maastricht treaty nego- 
tiations and. less happily, 
the crisis in former Yugo- 
slavia which later escalated 
Into civil war. 

Mr Jean -Claude Juncker, 
prime minister, helped to 
draft the Maastricht condi- 


tions and timetable for eco- 
nomic and monetary union 
in the summer of I99L He 
forecasts a “high voltage 
presidency". 

Mr Jacques Poos, the vet- 
eran foreign minister, will be 
celebrating his third EU 
presidency. He took office 
before when the Union was a 
mere 10 members. Mr Jean- 
Jacques Kasel, ambassador 
in Brussels, is one of the 
most experienced members 
of the permanent representa- 
tives known as Core per 
which serves as the clearing 
bouse for EU business. 

Every successive enlarge- 
ment of the EU - from the 
first expansion to Britain, 
Denmark and Ireland in 
1972, the southern sweep 
encompassing Greece, Portu- 
gal and Spain in the 1980s, 
and the most recent admis- 
sion of Austria. Finland, 
and Sweden in 1995 - has 
left an indelible mark. But 
eastern enlargement poses a 
challenge on a different 
scale. 

The combined gross 
national product of the 
Czech republic, Hungary, 
Poland, Slovenia, the Baltic 
states. Bulgaria, Romania, 
and Slovakia is less than 
that of the Netherlands. The 
EU's eastern border will 
shift to the frontiers of the 
former Soviet Union. The 


minority question, whether 
Magyars in Slovakia and 
Romania or Russians in 
Estonia, looms large. 

Moreover, the accession of 
Cyprus, the sole candidate 
from the south, remains 
potentially explosive 
because of the island's 
divided status and the con- 
tinuing rivalry between 
Greece and Turkey. Indeed, 
diplomatic efforts to resolve 
the 23-year-old Cyprus issue 
are likely to peak daring the 
Luxembourg presidency. 

Mr Juncker says a timely 
conclusion of the JGC is cru- 
cial. He is resigned to a mod- 
est outcome, but he worries 


that too modest a result 
could tempt some countries 
to drag their feet when it 
comes to negotiations over 
the terms of accession. 

If there is a slight delay, 
what matters most is that 
enough progress is made to 
ensure that his diplomats 
and the experts in the Coun- 
cil secretariat in Brussels 
can wrap up the final Maas- 
tricht 2 text in July. A delay 
beyond the summer holidays 
would throw a spanner in 
the works. 

This is because the Euro- 
pean Commission plans to 
unveil in mid-July its opin- 
ions on which candidate 


countries are ready to open 
accession negotiations. 
These opinions will be 
accompanied by proposals to 
reform the common agricul- 
tural policy, regional aid, 
and the new EU budget 
2000-2006 which is the essen- 
tial policy underpinning for 
enlargement 

The next task for the Lux- 
embourg chairmanship is to 
strike a balance between 
those countries which are 
strong supporters of enlarge- 
ment on geo-political 
grounds (such as Britain and 
Germany) and those which 
are more reluctant (Italy, 
Spain and Greece) because it 


could threaten their finan- 
cial position. The issue is 
complicated by “clientism". 

It is widely assumed that 
the Czech republic, Hungary 
and Poland will be on the 
short-list, partly because of 
German interest in securing 
its eastern border. But 
Estonia, Slovenia, and 
maybe even Romania are 
also pressing hard for early 
entry, with support from 
Sweden and Finland. Italy, 
and France respectively. 

The most likely outcome is 
some form of "differentia- 
tion", tempered by moves to 
include everyone in the pro- 
cess at the start possibly via 


INTERVIEW * Jean-Claude Juncker, PM 

‘Junior’ 
grows in 
stature 


The premier is 
keen to forge new 
EU links and to 
stick to a hectic 
political calendar 

Mr Jean-Claude Juncker 
sweeps into the room with 
the air of a man in a bnrry. 
A quick handshake, a polite 
request for coffee, and the 
inevitable fumbling for the 
first cigarette. 

The prime minister of 
Luxembourg is looking a 
little less youthful these 
days. His jet black hair is 
flecked with silver, his face 
creased with the onset of 
middle age and more than 
20 years of public life, 
mostly around the Brussels 
negotiating table. 

Mr Juncker still ranks as 
one of the most promising 
politicians of his generation 
in Europe, bat there is a 
difference compared to a 
year ago. The man fondly 


dubbed “Junior" by German 
Chancellor Helmut Kohl has 
visibly come of age - just 
when his country needs him 
most, at the onset of the EU 
presidency. 

The maturing of Mr 
Juncker took place last 
December inside Dublin 
Castle where EU leaders had 
reached an Impasse over 
German demands for the • “ 
strictest posable rules to 
enforce budgetary discipline 
among members of the 
future single currency bloc. 

With France, backed by 
Britain, insisting that 
Germany was violating the 
letter and spirit of the 
Maastricht treaty, Mr Kohl 
instructed Mr Juncker to 
play a broker role. 

Thanks to his fluent 
French, German and 
English, and his detailed 
knowledge of the Maastricht 
treaty, the Luxembourgnr 
bridged the divide between 
the French and Germans 
and paved the way for a 



a standing European confer- 
ence of the present 15 and 
the applicant countries. 

Mr Juncker says that Lux- 
embourg has one great 
advantage over other coun- 
tries: Its motives regarding 
enlargement are above suspi- 
cion. It can act as a neutral 
arbiter not as a hegemonic 
power. Thus, the plan is to 
hold a preliminary summit 
In mid-October to discuss 
the short-list of potential 
members and the timetable 
for accession, before reach- 
ing final agreement in 
December. 

Throughout this intensive 
period of negotiation, Mr 
Juncker's watchword is to 
avoid any “spillage" into 
preparations for the launch 
of the single currency on 
January 1, 1999. The Incom- 
ing British presidency will 
chair the summit which 
chooses the future euro 
members in May 1998, but in 
practice the Luxembourgers 
believe the list of qualifying 
countries will be clear by 
late autumn. 

If there is any market tur- 
bulence, Mr Juncker says it 
may be necessary to take 
action. One option is for EU 
leaders to “pre-announce” 
bilateral conversion rates 
between the euro members 
to give a dear signal to the 
financial markets that cen- 


tral banks and governments 
will not allow the Emu proj- 
ect to be derailed at the last 
minute. 

Mr Juncker declines to 
offer detail on the grounds 
that he does not want to tip 
his hand to the markets. Mr 
Poos is also cagey, but he 
notes that there is nothing 
in the Maastricht treaty 
which forbids action if the 
Council were to state that 
the conditions for monetary 
union were met. 

One more sign of how 
Emu is driving the process 
of political integration in the 
EU is the Luxembourg presi- 
dency's derision to put on 
the table a package aimed at 
curbing unfair tax com peti- 
tion in the EU and achieving 
a level of fiscal "approxima- 
tion". 

The package would 
include the vexed issue of 
withholding tax as well as 
social security charges. It 
would attempt to build on 
the work of the Monti group 
of experts set up under the 
chairmanship of Mr Mario 
Monti, the EU commissioner 
for the single market, thus 
laying down the intellectual 
framework for a deal in the 
post-Emu world. 

For the moment, however, 
Luxembourg’s eyes are on 
the next six months. Success 
will require steady nerves. 


Jaan-Ctaatte Juncker: T have not left hiy political puberty, 1 want 
everything to be done qukddty" 


Jacques Poos, the veteran foreign minister, wB for the third time 
play a key role during Luxembourg’s presidency of the HJ 


summit compromise. 

Having been tested at the 
highest level and not found 
wanting, Mr Juncker must 
now show that he has the 
skill to steer the 
Luxembourg presidency. In 
his own mind, he has 
sketched out the priorities. 

The first task is to 
guarantee a safe launch of 
the enlargement process to 
central and eastern Europe. 
He describes enlargement as 
‘irreversible’', but he Is 
aware that the scope for 
division among the present 


15 member states Is real 
because it threatens existing 
rights and privileges. 
Enlargement, he says 
frankly, will not be popnlar 
once the process gets 
seriously under way. 

To prepare effectively Mr 
Juncker has made an effort 
to get to know his central 
and eastern colleagues. He 
rattles off names and 
destinations east of the Oder 
with a slightly forced 
familiarity. However, senior 
EU diplomats agree that 
Luxembourg has made a 


genuine effort to convince 
the applicant countries that 
it is enJargeroen t-Criendl y 
despite the risk that its own 
influence could be diluted in 
a wider Union. > 

The second task Is to 
respect the EU’s own 
political calendar which is 
crammed with, decisions 
over the next 12 to IS 
months. This means 
finishing the EU’s 
Intergovernmental 
Conference (IGO on time in 
June 1997, laying the 
groundwork so accession 


negotiations can begin in 
1998, preparing for a new 
EU budget, and ensuring 
that nothing jeopardises the 
launch of monetary union 
on January 1, 1999. 

On the TGC, Mr Juncker 
says be is resigned to a 
fairly modest outcome. “I 
am a little sad. I would have 
liked us to respond to the 
momentum of the end of the 
century, and for everyone to 
have reacted with intensity 
and enthusiasm. “But," he 
jokes, “Chancellor Kohl 
does not share all my 


sadness or joys. He is more 
pragmatic. I have not left 
my political puberty, I want 
everything to be done 
quickly. Now I have to 
accept not everyone shares 
that analysis.” 

The self-irony is gentle, as 
Is the criticism of the 
Maastricht 2 negotiations. 
The future treaty, he 
forecasts, will not be he 
something to marvel at 
aesthetically. The Dutch 
presidency is not to blame. 
The problem is that some 
countries are simply not 
ready or willing to move 
toward faster integration. 

In this respect, the single 
currency is his great 
consolation. The world will 
not be the same ODce Emu is 
under way. “We will be 
engaged in a dramatic and 
irreversible process - 
thankfully irreversible - a 
process that will inevitably 
lead to a day-to-day 
deepening of the Union. No 
one will be able to put the 
brakes on the train.” 

He continues: “The real 
Europe will be organised 
around Emu. All those who 
want to nourish their 
ambitions will have no 
other choice than to come 
close to the core. People will 
not be at the heart of 
Europe if they are not in 
Emu. They wtU be mere 
spectators." 

As for his own country's 
future, Mr Juncker is 
sanguine about the need for 
change. It is important to 
get away from the 


“monotheistic approach” to 
the economy which is built 
around financial services. 
Diversification is the name 
of the game. 

As such. Mr Juncker is 
not afraid of tackling 
Luxembourg's withholding 
tax which is causing so 
much grief among 
neighbours, notably 
Germany. But he stresses 
that a solution can only be 
found in the context of a 
more general settlement on 
haw to regulate unfettered 
tax competition in the EU. 

By patting withholding 
tax on the table, Mr Juncker 
is signalling his willingness 
to tackle subjects long 
considered taboo in his 
country. His readiness to 
take on the powerful civil 
service unions through his 
plans to reform the 
generous pension rights is 
in the same vein. 

“It will not make me 
popular." he admits, 
suggesting It might affect 
his chances in the general 
election of 1999. "But I 
prefer to lose a battle than 
to lose the war in the next 
century." 

But despite the jokes, with 
the effect of recently- 
announced income tax cuts 
for 1998 due to be felt most 
strongly as citizens 
complete their tax returns 
in spring 1999 - just before 
the election - few expect Mr 
Juncker’s domination to he 
broken. 

Lionel Barber 
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4 LUXEMBOURG 



PROFILE 


$oci€te Europeenne des Satellites 



Ground control at Betzdorf*. digital compression technology allows a single transponder to broadcast more than half a dozen ch a nnels simultaneously 

Space age role for chateau 


Allocated satellite 
positions have 
proven to be a 
particularly 
lucrative 
franchise 

Visiting 1 Soriete Europeenne 
des Satellites is a little like 
wandering on to the set of a 
James Bond movie. Amid 
the pastures and 
farmhouses of the 
Luxembourg countryside, a 
view suddenly opens up of 
the 18th-century Chateau de 
Betzdorf. beside a gleaming 
mirror-glass control centre, 
and a crop of white satellite 
dishes trained on the 
southern sky. 

Behind the electronic 
gates, 250 staff from 20 
nations control a group of 
satellites orbiting 36,000km 
out in space Launched from 
as far away as Kourou, 
French Guyana, and 
Baikonur in KHMirhstwi - 

But the chateau is not 
home to some 
power-hungry villain 
plotting world domination. 
It houses one of 
Luxembourg’s most 
successful companies of 
recent years, and, as 
operator of the Astra 
satellite system, a dominant 
force in Europe's satellite 
broadcasting industry. 

The reason such a 
company is based in the 
Grand Duchy is similar to 
the reason Luxembourg 
houses one of Europe's 
biggest commercial TV 
companies. Compagnie 
Lnxembourgeoise de 
Telediffusion. 

In the late 1920s. 
Luxembourg decided to 


grant a franchise to operate 
its internationally-agreed 
radio frequencies to private 
investors, rather than 
creating a public 
broadcaster. The 
Compagnie 
Lnxembourgeoise de 
Radiodiffusion became 
Europe’s first commercial 
broadcaster in 1931. 

Just over 50 years later, 
the government similarly 
decided to grant a franchise 
to exploit satellite positions 
it had been allocated by the 
international authorities. 
By coincidence, the 
positions in geo-stationary 
orbit (effectively “fixed" 
above a particular point on 
the earth's equator) at 19.2 
degrees East were 
well-suited to beaming 
broadcasts across Europe. 

After a project involving 
US investors failed to get 
off the ground. SES was 
launched in 1985 by 
investors including 
Deutsche Bank, Deutsche 
Telekom, Dresdner Bank 
and Luxembourg public 
banks Banque et Caisse 
d'Epargne de I’Etat, and 
Societe Nationale de Credit 
et d'lnvestissement. 

The idea was simple: to 
send satellites into space 
capable of beaming TV and 
radio signals back to earth, 
then rent the capacity to 
broadcasters. A decade 
later, demand has far 
outstripped the original 
forecasts, thanks partly to 
the development of digital 
technology. 

SES already has six 
satellites at 19.2 degrees 
East Astra 1A-LD satellites 
carry between them 64 
transponders, or 
transmitters, each able to 


carry a single analogue 
television cbanneL The IE 
and IF satellites, brought 
into service last year, were 
the first devoted entirely to 
digital broadcasting. 

Thanks to digital 
compression technology, 
which allows a single 
transponder to broadcast 
more than half a dozen 
channels simultaneously, 
the two latest satellites can 
carry more than 200 
channels between them. 

The IF satellite also 
broke new ground as the 
first European commercial 
satellite to be launched on 
the Russian Proton rocket 
from Baikonur, in 
Karafchstan . The first five 
were all launched on Ariane 
rockets from French 
Guyana, bnt SES says it 
will now use both launch 
groups. 

By the end of 1996, Astra 
satellites were broadcasting 
to 67m households in 
Europe, either 
“direct-to-home" via 23m 
satellite dishes, or via cable 
networks receiving their 
signals from satellite. They 
carried more than 400 TV 
and radio channels for 
broadcasters including Mr 
Rupert Murdoch’s BSkyB, 
France’s Canal Pins, Turner 
Broadcasting, and German 
groups such as Premiere, 
ARD, DSF and Pro 7 - not 
to mention Luxembourg’s 
CLT. 

The new IE and IF 
satellites helped SES 
increase revenues 37 per 
cent to LFrl4.Q6bn (5400m) 
last year, leading to a jump 
in profits from LFr2-87bn to 
LFr4.79bn. 

With LFr2.06bn in taxes 
and franchise fees paid to 


the state last year, SES has 
become one of the biggest 
contributors to Luxem- 
bourg's public finances. 

The pace of expansion is 
increasing. SES plans four 
launches this year and next. 
Astra 1G, to be launched 
this summer on the Proton 
rocket, will add 16 digital 
transponders at 19.2 
degrees East, while Astra 
1H, in late 1998, will be the 
first “interactive" satellite, 
able both to transmit and 
receive digital signals. 

The so-called 2A and 2B 
satellites, to be launched in 
the final quarters of this 
year and of 1998, will open 
a broadcasting position for 
Astra, at 28.2 degrees East. 

Most notable client for 
the broadcasting position is 
BSkyB. which has already 
leased 14 transponders for 
its digital satellite service 
to be launched next year. 

The new launches will 
mark a decisive shift 
towards digital technology. 
By the mid of 1998, six out 
of 10 Astra satellites, and 
114 out of 178 transponders, 
will be digital 

The 1H satellite will mark 
a further shift, as the first 
able to carry interactive 
services. That will allow 
users of home shopping 
channels, for example, not 
just to receive information 
but to transmit information 
such as orders back via 
their 45cm satellite dish 
instead of via a telephone 
or modem. 

This opens up other 
opportunities. SES has 
created a joint venture 
with Intel, the leading 
microprocessor chip maker, 
to operate a service 
called Astra-Net, linking 


satellite broadcasting with 
personal computers. 

Astra-Net will allow swift 
transmission of data via 
satellite dishes to Pentium 
PCs equipped with a Digital 
Video Broadcasting PC card 
- making possible satellite 
“broadcasting" of the most 
popular World Wide Web 
sites, for example. 

“In futu re we could 
envisage households having 
a server or hard disk in the 
basement linked to a 
satellite dish, feeding the 
television, the PC and the 
radio,” says Mr Yves Feltes 
of SES. 

Businesses will be able to 
rent communications time 
on the satellite, allowing 
them to transmit large 
amounts of data, at high 
speed, simultaneously to all 
their locations across 
Europe equipped with a 
satellite dish. 

Retailers or 

manufacturers could use 
such facilities for swift 
updates of catalogues or 
stock information, or to 
transmit marketing 
information or even videos 
for point-of-sale multimedia 
kiosks. 

SES predicts rapid growth 
for such services, 
forecasting that the number 
of European households 
with satellite dishes 
receiving Astra will 
increase from 23m to 40m 
within 10 years. 80 per cent 
with digital capacity. 

Whether they realise it or 
not. millions of European 
TV viewers and PC users 
will in future be relying on 
a chateau in the 
Luxembourg countryside. 

Neil Buckley 


Quest for growth 
beyond the frontier 


Moves towards 
self-ftmded 
pension schemes 
are creating a 
new opportunity 

Europe's ageing population 
could provide Luxembourg's 
fast-growing investment 
fund sector with a new 
source of growth: pension 
funds. 

Of all the areas into which 
Luxembourg has diversified 
its economy since the 1970s, 
fund management has been 
one of its most spectacular 
successes. 

It was swift off the mark 
in adopting Into its own 
national law the European 
Union's 1985 Ucits, or Under- 
taking for Collective Invest- 
ment in Transferable Securi- 
ties. directive. That, plus its 
favourable legislative frame- 
work. gave it a head-start 
over other EU members in 
developing its cross-border 
funds sector. 

In barely 10 years it has 
grown into the world's 
fourth-largest, and Europe's 
second-largest, investment 
fund centre, with $400bn 
under management, and 22 
per cent of the European 
market 

Mr Patrick Zurstrassen, 
manag in g director of Banque 
Indosuez and former chair- 
man of ALF1, the Luxem- 
bourg investment funds 
association, says growth con- 
tinued Easter, and for longer, 
than even the industry itself 
predicted. Now, however, 
same slowing is inevitable. 

“We have probably 
reached the level of maxi- 
mum tolerance,” he says. 
“Other countries win not be 
happy if our market share 
grows much larger." 

The search is therefore on 
for new avenues of growth, 
and the Luxembourg bank- 
ers' association, the ABBL, 
with its sister organisation, 
ALFI, have come up with a 
project they believe will fill 
the gap: cross-border pen- 
sion fUnds. 

Mr Zurstrassen believes 
the European investment 
fund Industry could follow 
the pattern of its US cousin. 
The US market enjoyed 
rapid growth in the 1980s, 
slowed in the 1990s, then 
took off again when the gov- 
ernment introduced the 
so-called 40 IK regulation, 
where corporations make 
available to employees a 
range of investment funds so 
they can choose and keep 
the benefits for their retire- 
ment 

The reason, explains Mr 
Lucien Thiel general man- 
ager of the bankers’ assoria- 
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Key figures (in millions of francs) 



1994 

1995 

1996 

Variation in % 
96/95 

Balance sheet total 

711,940 

790,717 

878,229 

+ 11.1% 

Amounts owed to customers and debts 
evidenced by certificates 457,309 

479,576 

553,312 

+ 15.4% 

Loans and advances to customers 

190,789 

209,139 

205,593 

- 1.7% 

Basic awn Funds (tier 1 capital) 

20,823 

22,609 

24,606 

+ 8.8% 

Net bank margin 

9,070 

9.753 

10,508 

+ 7.7% 

Net profit 

1,605 

1,774 

1,979 

* 11.6% 

Staff (in number of contracts) 

1,717 

1,742 

1,763 

+ 1.2% 

Main developments in 

1996 





E Rapid growth of the balance sheet total {+ 11.1%) and of the net profit (+ 1 1 .6%) 

■ Exceptional performance in the Field of savings deposits (+17.2%) and of BCEE's in-house slcavs in francs (+ 44.8%) 
3 Progression of housing loans (+ 6.4%) and oF Hie volume of new loans to individuals (+5.2%) 

H launch of the Lux-Go rantie sicavs with a guaranteed return on investment 

5 Introduction of a supplementary pension scheme (Spuerkeess-Renl) and a new ohemafrve savings scheme 

6 Launch of the new home banking product Sline 

S Extension of ihe seif-banking equipment (SBank) at 57 branches 
B Active preparation for the introduction of the euro 


A 
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tion, is that the “pay-as- 
you-go” systems operated by 
many European countries, 
where the working genera- 
tion shoulders the pension 
costs of the retired genera- 
tion, are coming under 
severe strain. Birth rates are 
falling while life expectancy 
rates are increasing. 

Although Luxembourg is 
email, its own statistics mir- 
ror those of Europe as a 
whole. White people over 60 
represent 38 per cent of Lux- 
embourg’s active population, 
in lass than 50 years the fig- 
ure will have leapt to 64 per 
cent 

That means a minority 
working population win - be 
funding a majority retired 
population, requiring work- 
ers' contributions to more 
than double. 

Countries most therefore 
inevitably start to exploit 
pg pfl ihn fond systems. While 
countries such as the 
Netherlands and the UK 
have already started to 
encourage investment in 
pension funds, Luxem- 
bourg’s closest neighbours 
have aU yet to see private 
pensions take off 

Countries 
must start to 
exploit 
pension fund 
systems 

In Germany, only nine per 
cent of pensions are non- 
statutory, in Belgium 7 per 
cent, and in Italy 1 per cent; 
even in France, which 
recently passed legislation 
on retirement pension sav- 
ing schemes, these account 
for only 24 per cent of all 
pensions. 

“Luxembourg happens to 
be surrounded by countries 
which still operate an 
old-fashioned pay-as-you-go 
system.” says Mr Thiel. 
“These countries are home 
to the bulk of the traditional 
rHpntpTp of our financial cen- 
tre." 

But creating a workable 
and attractive Luxembourg- 
based product will not be 
easy. . . 

First, says Mr Thiel “pen- 
sions most be life-long; they 
are not an investment 
instrument with a limited 
period." 

Second, cross-border inves- 
tors must be convinced a 
Luxembourg-based product 
will be more attractive than 
a fund in their own domestic 
market 

Finally, Luxembourg must 
create a product that can be 
adapted so it complies with 
the legal and social tradi- 
tions of the pensions system 
in each European country. 

The Grand Duchy’s bank- 
ers believe they can create 
such a product but they may 
be helped by new moves 
from the European Commis- 
sion to harmonise pension 
laws across the EU. 

After a failed attempt to 
do that earlier in the 1990s, 
Mr Mario Monti, European 
commissioner for the single 
market, is soon to publish a 


green paper on EU pension 
reform- 

Whether or not the EU 
acts, 6 model for an adapt- 
able, cross-border .product, 
developed by the ABBL, is 
now being assessed by inde- 
pendent consultants, due to 
report next month. If they 
approve it, the government 
will introduce legislation 
allowing Luxembourg banks 
to start creating and selling 
products based on this stan- 
dard model - possibly as, 
early as next year. 

If the search for new 
niches will be one of the 
important trends in the 
investment fund industry, 
bankers predict another will 
be consolidation. 

Administration costs for 
email players are too high, 
while pooling funds into 
larger companies can reduce 
costs. ... 

The process has already 
started. Banque G£n£rale du 
Luxembourg, the Grand 
Duchy's biggest, has joined 
with three partners - Kie- 
dietbank Luxembourg, 
Banque et Caisse d'Epargne 
de I'Etat, and Banque 
de Luxembourg - to create a 
company. European Fund 
A dminis tration (EFA). All 
the partners wQl outsource 
their investment fund activi- 
ties into the new company. 

“There is pressure on mar- 
gins and pressure on prices." 
says Mr Kik Schneider, sec- 
retary-general of Banque 
Gfen&rale du. Luxembourg. 
“We decided it was best to 
put our funds together to 
achieve economies of scale.” 

Banque Indosuez has 
joined with Gen&rale de 
Banque, Belgium's biggest, 
and Credit Agricole of 
France to create new invest- 
ment fund venture, called 
Fastnet Luxembourg. 

Mr Zurstrassen of Indo- 
suez says consolidation will 
increase. ‘If there were 15 
[investment fund] competi- 
tors five years ago, and now 
there are just seven or eight, 
in two to three years there 
will be three to four,” he 
says. 

Such stre aml ining will 
also be required to help Lux- 
embourg-based groups com- 
pete with other centres such 
as Dublin's offshore Interna- 
tional Financial Services 
Centre, which has been 
aggressively wooing banks 
by offering incentives such 
as a 10 per cent corporate 
tax rate. 

The move by Deutsche 
Bank's Luxembourg subsid- 
iary to shift some operations 
to Dublin earlier this year 
has concentrated minds on 
the need to remain competi- 
tive. 

Mr Ekkehard Store k, head 
of Deutsche Bank Luxem- 
bourg, warns that interna- 
tionally-active companies 
are taking increasing notice 
of varying national tax rates. 

“Thus the competitive dis- 
advantage of Luxembourg in 
this respect has become 
more serious,” he says. 

While the government 
recently accelerated cuts 
in corporate tax rates, pres- 
sure from the financial ser- 
vices sector for more tax 
cuts is unlikely to ease. 


Reinforced 


Continued from Page 2 

redundancies, but with help 
from government job pro- 
grammes and early retire- 
ment subsidies), and the 
long products sector repre- 
sents 20 per cent of group 
turnover, compared with 
nearly half a few years ago. 

Arbed is completing the 
changeover from the tradi- 
tional blast furnace steel- 
making process to electric 
arc furnaces and continuous 
casters. The change should 
bring productivity gains bat 
these have been slow to 
materialise and a slimline 
structure being introduced 
will reduce the workforce 
even further to 6,000. 

The contrast is with the 
flat products sector, which 
produces steel sheet for cus- 
tomers including the auto- 
mobile and white goods 
industries and includes a 
burgeoning downstream 
processing industry. 

Initially based on the Sid- 
mar group at Ghent in Bel- 
gium, the sector has grown 
to account for some 43 per 
cent of group turnover fol- 
lowing the acquisition of the 
former KUickner Stahl in 
Bremen (now known as 
Stahl werke Bremen). 

The OCAS flat products 
research at Ghent is a ful- 
crum for research and devel- 
opment efforts designed to 
boost the role of steel as a 
high-technology material. 

They include the m.SAB 
project, a joint effort by 


more than 30 steel produc- 
ers to make a steel car body 
np to 35 per cent lighter 
than the current generation 
“ and see off any challenge 
from ul miiTnlnin 

Arbed is active In the 
areas of stainless steel; wire 
drawing (steel cord for auto 
tyres, hose wire for high 
pressure ho6es and low car- 
bon wire for Industrial and 
everyday uses such as nails); 
engineering, notably equip- 
ment for steelworks; and 
copper foil for the electron- 
ics industry- It also has 
extensive mining and steel- 
making interests in Brazil. 

Another important sector 
is the group’s sales and trad- 
ing companies, whose turn- 
over last year amounted to 
LFr38.4hn (1&5 per cent of 
the total). New York-based 
Arbed Americas contributed 
LFrl.lbn of. the. sector’s 
LFrI.Sbn gross operating 
profit, selling output from 
its steelworks in toe North 
and South American mar- 
kets but mostly products 
originating elsewhere. 

Can Arbed keep its inde- 
pendence? Officials scoff at 
recent bid rumours, point- 
ing to the security provided 
by the Luxembourg state’s 
direct and Indirect holding 
of around 25 per cent of the 
voting capital, the result of 
a debt-for-equity swap in the 
1980s. However, says Mr 
Krnseh, “we are always open 
to partnerships”. 


Simon Gray 
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N ot very long ago 
(well, only a few 
years) this column 
was casting one 
eye across the pond 
to the United States, and another 
across the newly Thatcherised 
arrangements for broadcasting 
in Britain, and warning that 
serious television journalism 
could soon be undo: threat. 

Ratings were changing from a 
driving force into a god; tabloid 
values were spreading oat from 
the breakfast schedules to colon- 
ise the entire day; and although 
commissioning editors were pub- 
licly denying that they wanted 
more “infotainment"’, behind 
their hands they were telling 
producers to make programmes 
more “sexy”, an odd word in 
broadcasting jargon, having 
little to do with procreation and 
orach to do with sensation. 

My fear was that, in a televi- 
sion version of Gresham's Law, 
bad would drive out good. And 
was that fear justified? As so 
often in these matters the 
answer, however annoyingly, is 
yes and no. No, serious journal' 
ism has not disappeared from 
British television. In the past 10 
days there has been an impres- 
sively diverse collection of 
thoughtful programmes, includ- 
ing a chilling report on Iranian 
terrorism by Jane Corbin in Pan- 


ARTS 


Television / Christopher Dunkley 


Bad in hot pursuit of good 


orama on BBCL This was the 
sort of work that may not attract 
the biggest ratings for factual 
programmes, bat which 
impresses by tbe depth of its 
research and the coherence of its 
story. At the beginning some 
may have been sceptical abont 
the notion of organised Iranian 
terrorism way beyond tbe Rush- 
die fatwa, but yon would have to 
be stupid or biased to be entirely 
sceptical by the end. 

Dispatches on Channel 4 deliv- 
ered an account of appalling 
inefficiency and, allegedly, some- 
thing more culpable at Kent and 
Canterbury Hospital Trust where 
there were said to be failures 
over several years to take accu- 
rate readings from cervical 
smear tests. The producers 
spoiled the effect somewhat by 
repeated use of the “we can 
reveal" cliche, which diverts 
attention from the scandal on to 
the journalists sounds self- 
important as well as over 
excited. 

Still, there is a lot of that 
abont: yon hear it frequently on 


The Cook Report on ITV which 
must be a candidate for the 
“infotainment" tag, given the 
way that Cook offers himself up 
as reporter and punchbag com- 
bined. However, his programme 
last week, giving the other side 
of the Asil Nadir story - suggest- 
ing that the unconventional 
Nadir has been repeatedly 
framed and victimised - 
involved none of that punchbag 
malarkey. It did a pubhc service 
by extending the spectrum, 
alw ay s so much more valuable, 
and invariably more difficult, 
than retailing received wisdom. 

World In Action proved its 
integrity by going back yet again 
to Northern Ireland, most notori- 
ous of all the “switch off" sub- 
jects, for a saddening report on 
three attacks on young mem one 
Roman Catholic, one Protestant 
and one member of the Royal 
Horse Artillery. Those are jast 
some of the better examples of 
recent serious Journalism; there 
are more. There is also an 
increasing quantity of “personal- 
ity’’ journalism, some of which is 


dearly infotainment of the most 
blatant sort However, the best 
of it gains its quality of enter- 
tainment not from tbe subject 
matter' but from the personality 
of the reporter, a long estab- 
lished and highly respected phe- 
nomenon in print Journalism. 

I am still not convinced that 
Clive Anderson, who is a 
good comedian and chair- 
man, inwi more than mod- 
est talents as a reporter, 
but dim Anderson Jn The Bronx 
was better than his previous 
efforts. (It may be that many of 
those in power in television 
today do not know what really 
good reporting looks - and 
sounds - like because they have 
never seen any. They should get 
James Cameron’s work out of 
the archives and find out. 
Today's TV celebrities cannot do 
wbat Cameron did). 

The best current examples of 
the personality form are in the 
BBC1 series The lying Game in 
which Angus Deaytoa has been 
introducing ns to some truly 


amazing liars. As so often with 
programmes of this sort it Is tbe 
research that counts - last 
week’s star, Sid Chaney, tbe pen- 
sioner who has “borrowed" 
£107,000 from the high street 
banks, mostly on credit cards in 
the name of his parrot, in an 
attempt to publicise some grouse 
about insufficient compensation, 
was a priceless find - but Deay- 
ton’s style and tone are ideally 
suited. 

Yet the answer to the original 
question was yes as well as no: 
yes, there are reasons to fear 
that bad could drive out good. 
Growing numbers of supposedly 
factual programmes leave the 
viewer wondering how much 
“reality" is being inspired, or 
even created, by the producers. 
A couple of weeks ago Modem 
Times an BBC2 consisted of a 
collection of remarkably explicit 
conversations about sex between 
hairdressers and clients. In the 
same week Cutting Edge on 
Channel 4 recorded a sequence of 
one-nigh t -stands. featuring 
straight men and women and 


homosexual men. It was impossi- 
ble to be sure how many of the 
events in either programme 
would ever have existed but for 
the cameras. This line of country 
looks very like the territory 
entered about 20 years ago by 
the tabloid press where enter- 
tainment counts for more than 
truth. 

We are also seeing more and 
moTe factual programmes in 
which the excitement of expen- 
sive drama material is provided 
at lower -cost either by the use of 
video footage supplied by the 
emergency services, or by the re- 
staging of harrowing “real life" 

events after the manner of Cri- 
mewatch. BBC1 has done a clever 
Job in 999 which now inter- 
sperses its real attractions - 
“See tbe man trapped in the 

wreckage! Read the agony on his 
face! Share the mother’s terror 
when she can't locate her family 
after the road crash!" - with 
little public service homilies 
about learning first aid and tak- 
ing out holiday insurance. The 
most dubious programme of the 


lot, however, must be X Cars on 
BBCl on Fridays. This relies 
almost entirely on video mate- 
rial obtained by “a Manchester 
police undercover car crime 
unit". It is undeniably exciting 
stuff, all shot from the passenger 
seats of high-powered cars as 
they pursue villains through 
dark city streets. There is, per- 
haps, no particular reason why 
the young men in the police cars 
should be having less ton than 
the young men in the stolen cars, 
yet it was worrying to bear one 
policeman, in reaction to a 
poster declaring “Godless people 
will be judged and destroyed” 
say “No. don’t destroy them, it’d 
take away all the fun". 

A far more worrying ethical 
problem is this: the fleeing vil- 
lains only take off at high speed, 
and start to drive really danger- 
ously - on the pavement, crash- 
ing between cars as children are 
met outside a school - when the 
pursuing police turn on their 
siren. If you were a policeman in 
mufti in an unmarked car would 
you turn on your siren and risk 
that sort of response, or would 
you sneak along quietly behind 
until you could block the thieves 
in traffic? The answer seems 
obvious, until you add the ques- 
tion: what if you knew that X 
Cars was looking for the most 
exciting footage? 


Opera 


Return of 
the tragic 
Kat’a 

Janacek’s dispassionate 
voice of conscience is lacking, 
says David Murray 


A t the Royal Opera. 

David Edwards has 
revived JandCek’s 
village tragedy 
Katya Kabanova in Trevor 
Nunn’s 1994 production, 
warmly received at the time 
They still call it Ktit'a 
Kabanood, preferring the 
opaque Czech title to tbe 
familiar, user-friendly 
Russian transliteration. 

The characters ore 
Russian, like Ostrovsky’s 
original p lay. Up to a point, 
the Royal Opera's preference 
for composer’s-own-language 
titles is admirable - but only 
just so far. and anyhow it is 
inconsistent. 

I do not recall bearing 
Rimsky’s Zolotoy Petushok 
there, but I remember The 
Golden Cockerel (or was it 
“Le Coq d’Or"?) very welL It 
would be merely silly in 
London to bill Jandcek’s last 
opera Prom the Bouse of the 
Dead, after Dostoievsky, as Z 
mrtviho damn. 

Why pretend that your 
audience consists of polyglot 
musicologists? 

The new Katya cast is 
partly the old one, again 
conducted by Bernard 
Haitink: tenderly 
sympathetic to the hilt, 
though the unanimi ty of his 
orchestra would have been 
improved by one more 
run-through beforehand. 
Revivals get tbe short end of 
the stick when it comes to 
rehearsal times. 

The monstrous 
mother-in-law, the 
“Kabanicba ", is again Eva 
Randovd. who seemed 
wearily detached from the 
proceedings on Friday. She 
made a bleak, horrid 
mother-of-her-son, but 


wielded no authority as a 
pious pillar of the 
communit y, which left her 
as a mere domestic nag. 
Katya's illicit lover Is again 
sensitively sung by the 
American tenor Keith Olsen, 
and played honestly as the 
spineless rout that he is. 
Gwynne Howell repeals his 
bumbling, pompous old 
Dikoy, but the production 
maiffis nothing of his 
abjectly revealing t&te-d-We 
with Kabanicha. 

A glamorous newcomer to 
the cast is Nadi a Michael's 
Varvara. Katya’s perky 
foster-sister: lovely, 
seductive memo, too sexily 
sophisticated by half - but 
nobody is going to complain 
about that J. Patrick 
Raftery is the unmanned 
mother’s-son Tikhon, 
broadly but pertinently 
sketched, and Timothy 
Robinson indulges himself 
as Varvara's happy-go-lucky 
lover to shamelessly 
appealing effect 


T he new Katya is 
Eva Jenis: sharply 
honest in f eelin g, 
occasionally 

strident, given to balletic 
poses in the old-fashioned 
Slovakian manner (a 
drawback here). 

Amid all these public 
portrayals, Jandfiek's serene, 
dispassionate 
voiceof-consrience made 
itself felt only occasionally, 
not often enough. 

Continuing in the Royal 
Opera repertoire untQ 6 
June; last two performan c es 
sung by Elena Prokxua, the 
original Katya of this 
production. 



Theatre / Ian Shuttleworth 

The Warp 
decathlon 


Eva Jenis, in the title role, is sharply honest in feeling but given to old-fashioned balletic poses 


Alastalr Muir 


I t is simply impossible to 
review The Warp 
according to any stan- 
dard criteria. Ken 
Campbell last directed Neil 
Oram's 10-play cycle for his 
Science Fiction Theatre of 
Liverpool in 1980. Then it 
lasted between 22 and 24 
hours. 

Last weekend's “zero-bud- 
get" performance on Three 
Mills Island. Bromley-by- 
Bow, London, clocked in at a 
over 29 hours, during which 
time the lead actor came 
close to collapse, a number 
of scenes were accompanied 
by tbe snores of the sleeping 
author from beneath one of 
the dozen sets of stage rostra 
in the promenade space, and 
the mystical Italian commu- 
nity of Damanbur set up an 
“energy spiral" in the court- 
yard outside. 

The main interval, at 
breakfast time on Sunday, 
also saw a 20-minute perfor- 
mance of War and Peace 
from Marcel Steiner's Small- 
est Theatre in the World. 

Oram’s plays are thinly 
veiled autobiographies, 
recounting the search for 
both cosmic and earthly 
identity of his surrogate Phil 
Masters over two decades, 
beginning in the late 1950s 
with UFO sightings in Rho- 
desia and taking in every- 
thing from Scientology to Sri 
Rajneesh, from beat poetry 
to Buckminster Fuller and 
the Findhorn community. 

The plays have dated terri- 
bly. This has enabled a 
younger generation of per- 
formers to take a more 
humorous approach to a 
number of scenes. It has also 
meant that the copious 
scenes of metaphysical 
navel-gazing hold far less 
intrinsic interest than they 
once did. As Phil undergoes 
more and more savage rela- 
tionship difficulties with var- 
ious partners in the later 
plays, the cycle takes on 
more of the texture of a New 
Age soap opera. 

However, the status of The 
Warp as an event has always 


transcended particular criti- 
cisms of the plays them- 
selves. Over the weekend a 
Blitz spirit bonded the inter- 
national cast of 30 or more 
and the audience, who num- 
bered perhaps 15Q when 
events kicked off in Phil’s 
past life in 15th century Bav- 
aria but had dwindled to 
around 40 at the close in 
1977 Sutton Coldfield. The 
energy and dedication of the 
company were necessarily 
phenomenal, with tbe com- 
munal intimacy of the pro- 
ceedings bestowing a fluidity 
and ease of performance 
style: the only actor whose 
work 1 have seen before. 
Benedick Bates, was palpa- 
bly liberated in his several 
roles by the nature of "the 
Warp decathlon". 

I n the role of Phil Mas- 
ters, Alan Cox was 
heroic. As Campbell 
pointed out in a prelimi- 
nary address. “Phil appears 
in every scene except four, 
and they’re very short ones". 
Cox’s concentration and 
drive beggared belief; this 
was more than the theatrical 
equivalent of a marathon 
runner merely keeping his 
legs moving to the finishing 
line. Even though, as he put 
it. he “fell at the seventh" 
and moved back on to the 
book for major speeches 
after a recuperative and 
therapeutic 90-minute break 
at Sunday lunchtime, his 
characterisation and deliv- 
ery remained top-notch 
throughout 

At the end he deserved to 
be chaired around the 
place. 

After several years of solo 
or near-solo performances, 
Ken Campbell has proved 
that he can still expertly 
orchestrate a fotie de gran- 
deur. 

Ken Campbell’s solo show 
Theatre Stories opens the 
“From Stand-Up Theatre To 
Sit-Down Tragedy" season 
at Brentford Watermans on 
June 3 and 4 (0181-568-1176). 


International 

Arts 

Guide] 

■ AMSTERDAM 

CONCERT 
Concertgebouw Tel: 
31-20-6718345 

• Pieter WbspeJwey: performance 

by the cellist accompanied by the 
viotfnist Richard Tognettf and 
pianist Robert Levin. The 
programme includes works by 
Schubert May 31 

■ ATHENS 

CONCERT 

Athens Concert HaH Tel: 
30-1-7282333 . 

• Orchestra of the Friends of 
Music; with conductor Theodor® 
Antortiou and violinist Leonidas 
Kavatos In works by Rota, Ugeb. 
Schnittke, Antoniou and AJexiadis: 
Jun 1,2 

■ BARCELONA 

EXHIBITION 
Museu Picasso Tel: 

34-3-3196310 

• Andrd Derain 1904-1912: 
display of 60 works by the French 


artist, concentrating on the years 
1904-12, when Derain established 
a lasting friendship with Picasso, 
the two artists becoming major 
influences on each other's work; 
to Jun 29 

■ BERGAMO 

CONCERT 

Teatro Oonfzetb' Tel: 39-35 399 
320 

• Quartette Accardo: performs 
works by Brahms and Schubert 
Part of the Festivaf Pfanistfco 
irrtemazkmale di Brescia e 
Bergamo; May 31 

■ BERLIN 

CONCERT 

Konzerthaus Berlin Tel: 
49-30-203090 

• Rundfunk-Slnfbnleorchester 

Berlin: with conductor Michail 
Juruwski, alto Doris Soffel. 
counter tenor Derek Lee Ragln, 
tenor Ebarhard Buchner, bass 
Siegfried Lorenz and the 
Rundfunkehor Berlin in works by 
Schoenberg, Stravinsky and 
Schnittke; Jim 1 

■ DRESDEN 

OPERA 

SSchsisctie Staatsoper Dresden 

Tel: 49-351-49110 
0 Le Nozze di Figaro: by Mozart 
Conducted by Hans-E. Zimmer. 
SotofSte include Andreas 
Scheibner. Brigit Fandrey and 
Christians Hossfefcfc May 31 . 

■ ECHTERNACH 

CONCERT 


festival International 
(fEchtemach Tel: 352-723347 

• Orchestra Phflharmonique du 
Luxembourg: with conductor 
Vassily Sinaisky and pianist Akfko 
Ebi in works by Brahms, Haydn 
and Rave/; May 29 

■ GLASGOW ~ 

EXHIBITION 
McLeOan Galleries Tel: 
44-141-3311654 

• The Birth of Inpressionism: 
from Constable to Monet 
exhibition featuring over 300 
works, setting the Impressionist 
movement in a social, scientific 
and historical context, looking at 
the effects of photography, new 
pa/rrt technofogy and the coming 
of the railways on artists including 
Millet, Rousseau, Courbet Degas, 
Monet Pissaro, Manet and 
Cezanne; to Sep 7 

■ HELSINKI 

DANCE 

Opera House Tel: 358-9-403021 

• Finnish National Ballet 
performs Firebird, choreographed 
by Uotinen to music by 
Stravinsky, Duende by Nacho 
Duato choreographed by Uotinen 
to music by Debussy and Le 
Spectra de la Rose 
choreographed by Preljocaj to 
music by Carl Marla von Weber; 
to Jun 14 


■ LIEGE 

OPERA 

Theatre Royal de L&ge Tel: 
32-42-235910 

• Madama Butterfly: by Puccini. 


Directed by Roger Rossel, 
performed by Opera Royal de 
WaJionie. The cast includes Asayo 
Otsuka. Mlao Qing, Ignacio 
Ena'nas, Martdo Giossi and 
Antoine Normand; to May 31 

■ LONDON 

CONCERT 
Purcell Room Tel: 
44-171-9604242 

• James Lisney: the pianist 
performs works by Bach, 

Schubert and Gershwin; May 31 
St John's, Smith Square Tel: 
44-171-2221061 

• Neal Davies: performance by 
the bass-baritone, accompanied 
by the pianist Simon Over. The 
programme features works by 
Schubert May 30 
EXHIBITION 

Whitechapel Art Gallery Tel: 
44-171-5227888 

• Krishna The Divine Lover 
exhibition celebrating the Hindu 
god, bringing together over 120 
miniatures dating from the 16th to 
the 18th centuries, featuring 
different events from Krishna’s life 
story; from May 30 to Jul 27 

■ MADRID 

CONCERT 

FundachSn Juan March Tel: 
34-1-4354240 

• Miriam G6mez-MorSn: the 
pianist performs works by Haydn, 
Mozart and Beethoven; May 31 

■ PARIS 

DANCE 

Th£fitre National de l’Op&a - 
Opdra Gamier Tel: 33-1 42 66 50 


• La Sylphide: choreographed by 
Pierre Lacotte after Philippe 
Taglioni to music by 
Scbneitzhoeffer; from May 28 to 
Jun 1 

EXHIBITION 

Centre Georges Pompidou Tel: 
33-1-44 78 12 33 

• Made In France 1947-1997, 50 
ans de Creation en France: 
exhibition of works from the 
permanent collections of the 
Centre Georges Pompidou and 
tbe Musee National d'art Mod erne 
celebrating respectively the 20th 
and 50th anniversaries of the 
museums. Included are works by 
Braque, Cakier, Chagall, 

Duchamp, Ernst, Matisse. 

Picasso, Barth us, Cesar, Dubuffet 
and Klein: to Sep 29 

■ ROME 

OPERA 

Teatro defl’ Opera di Roma Tel: 
39-6-481601 

• II Barbiere di Siviglia: by 
Rossini. Conducted by Gianluigi 
Geimetti. The cast includes Anna 
Catarina Antonacci, Daniela 
Barcsllona, Paul Austin Kelly and 
Bruno Pratied; May 29. 31 

■ THE HAGUE 

CONCERT 

Dr Anton PhiEpszaal Tel: 
31-70-3607927 

• Residents Orkest with 
conductor Evgeny Svetlanov in 
works by Brahms; May 30 

■ VENICE 

EXHIBITION 


Palazzo Grass! Tel: 
39-41-5231680 

• Dalie Flandre e Paesi Bassi 
I’antica storia deU’arte modem a: 
exhibition of Dutch and Belgian 
art of the 20th century, featuring 
150 works by artists Including van 
Gogh, Ensor, Magritte, Delvaux, 
van Dongen, Sluyters and Appel; 
to Jul 13 

■ VIENNA 

CONCERT 

Musikveretn Tel: 43-1-5053681 

• Wiener Philharmoniker with 
conductor Nikolaus Harnoncourt 
and violinist Gideon Kremsr In 
works by Berg and Schubert; May 
31 ; Jun 1 

OPERA 

Konz erth aus Tel: 43-1-7121211 

• Una Cosa Bara: by Soler. 
Conducted by Jordi Savall and 
performed by the Wiener 
Kammerorchester and the Hugo 
Distler Chor. Part of the 
Nationales Musikfest der Wiener 
Konzerthausgesel fee haft; Jun 1 

■ ZURICH ” ” 

OPERA 

Opemhaus Zurich Tel: 41 -1-268 
6666 

• Don Pasquate; by Donizetti. 
Conducted by Nello Santi. 

Soloists include Isabel Rey, 
Ruggero Raimondi and Reinaldo 
Macias; May 30; Jun 1 

Listing selected and edited by 
ArtBase The International Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. Tat 31 20 664 
6441. E-mail: artbase@pf.net 
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BBC for Europe can be 
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Europe on medium wave 
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MONDAY TO FRIDAY 
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07.00 
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10.00 
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One certain loser 


Chirac's gamble of calling elections in France early to 
free him for the final manoeuvres on Emu has failed 


The political authority of 
Jacques Chirac, France’s 
president, has never been a 
particularly reliable com* 
modity. But after Sunday's 
first round of voting in the 
French general elections, it 
has been deeply damaged, 
probably beyond recall. 

It may seem too early to 
males such a Ju dgment. The 
second round of voting is 
still to come nest Sunday, 
and the final result could go 
either way. 

The opposition Socialist 
party looks the more likely 
winner: it did significantly 
better than expected, and 
with its Communist allies, 
came out well ahead of the 
moderate conservative par- 
ties. But if the conserva- 
tives can succeed In mobili- 
sing their natural 
supporters, and thus reverse 
Sunday's very low turn- 
out, they might yet scrape 
home. 

It is already clear, how- 
ever, that there is one cer- 
tain loser: Mr Chirac. When 
he called the vote, a year 
ahead of time, he believed 
this would facilitate his 
position in the run-up to the 
launch of the European sin- 
gle currency in May next 
year. In reality, it has made 
his position more difficult. 

Economic and monetary 
union is no more popular in 
France than anywhere else, 
largely because it is widely 
associated with high un- 
employment. The president 
had hoped that, by getting 
the election out of the 
way, he could avoid any 
danger that the single 
currency would be thrown 
off-track by domestic poli- 
tics. 

Doubt remains whether 
France is securely on course 
for the single currency, 
since it is not certain that 
its budget deficit this year 
will come in safely below 
the stipulated ceiling of 3 
per cent of gross domestic 
product If the deficit were 
to remain too high in the 
months ahead, Mr Chirac 
would need to be able either 
to raise taxes or cut spend- 


ing. But it would have been 
difficult, perhaps impossi- 
ble, to carry out any last- 
minute fiscal tightening in 
the run-up to general elec- 
tions. So he gambled on 
holding the elections early, 
freeing his hands for the 
final manoeuvres ahead of 
Emu. 

That gamble has failed. 
Whoever wins the second 
round of voting) the first 
round constitutes a massive 
repudiation of Mr Chirac 
and of the conservative gov- 
ernment led by Mr Alain 
Jupp6. 

This looks like an acute 
case of poetic justice. When. 
Mr Chirac campaigned for 
the presidency two years 
ago, he promised lower 
taxes, lower unemployment, 
and a healing of the frac- 
tures in French society. In 
practice, in the name of 
Emu, he has presided over 
higher taxes, higher unem- 
ployment and a widening of 
the social fractures. In 
short, Mr Chirac got himself 
elected on a wholly false 
prospectus, and he and his 
political allies are now pay- 
ing the price. 

Whether the transition to 
Emu Is likely, as a matter of 
theory, to entail higher tax- 
ation and hi gher unemploy- 


ment is an interesting ques- 
tion, but one which I leave 
to others. A more intriguing 
and more practical question 
hr. what is likely to happen 
now? 

Many authoritative 
French commentators have 
taken the view that Fiance 
is likely to go ahead with 
the single currency, even if 
the left wins the election. 
The Socialist party is in 
general committed to the 
objective of Emu, even if it 
has reservations about the 
terms. And, in any case, the 
abandonment of monetary 
union would have such hor- 
rendous political conse- 
quences for the European 
Union, and for France's 
place in it, that It simply is 
not a rational option. 

Up to a point, this seems a 
plausible view. Monetary 
union is not Just a treaty 
commitment, one which is 
arguably essential for the 
completion of the single 
market. It has become the 
centrepiece of the European 
integration process, and a 
central element in the vital 
Franco-German partnership. 
Emu win go ahead, because 
it must 

But that leaves the ques- 
tion: on what terms? It 
seems to me that, an any 




False prospectus: Chirac and his allies have paid the price 


reading, Sunday's vote 
could be a serious blow to 
the credibility, not just of 
Mr Chirac, but of Emu 
itself. Let us suppose that 
French economic growth 
falls short, and that the bud- 
get deficit fetts to come even 
roughly Into fine with the 3 
per cent ceiling. It is now 
highly unlikely that any 
government can be formed 
after this election which 
would be in a position to 
tighten the fiscal screws 
before the launch of the sin- 
gle currency. And it follows 
that no government is likely 
to be able to tighten the fis- 
cal screws after the launch, 
of the single currency. 

So if the French economic 
numbers look seriously out 
of tine, tiie EU will have an 
invidious choice: it could 
postpone the start of Bmn 
until France gets a plausible 
gover nment; which could be 
a postponement sine die; or 
It could turn a blind eye, 
take the plunge, and just 
hope. 

This election crystallised 
a deeper issue, that of 
whether France really is 
committed to monetary 
union and all it entails. If 
you look at inflation, cur- 
rency stability and export 
performance, the answer 
seems to be yes. But if you 
look at popular resistance to 
reform of corparatist inter- 
ests, of public spending and 
of the public sector gener- 
ally, the answer appears to 
be no. 

When in 1986 Francois 
Mitterrand, the Socialist 
president, and Mr Chirac, 
than Gaullist prime minis- 
ter, agreed to support the 
objective of a single market, 
the rest of the EU heaved a 
sigh of relief that France 
bad been converted to eco- 
nomic liberalism. 

They may have sighed too 
soon. Feu even if the French 
political establishment has 
been persuaded that the 
market must be embraced, 
it appears from the past two 
years, and from Sunday's 
vote, that the electorate has 
not 
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Fed a strong champion of its 
role in bank supervision 
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From Mr John K Lawrence. 

Sir, Your article concern- 
ing the chancellor of the 
exchequer's plan to strip the 
Banked! England of its super- 
visory powers over hanks 
(“Birth of Brown's brain- 
child", May 23) was some- 
what imftiftflfftng in its asser- 
tion that such action would 
bring the Bank “more in Ene 
with ... the Federal 
Reserve". The board of gov- 
ernors of the Federal 
Reserve System, in addition 
to its responsibility for 
monetary policy, plays an 
integral role in the supervi- 


sion of banjrs in the US. 

The board regulates the 
operations of bank holding 
companies and their non- 
bank subsidiaries, and exatn- 
ines all state-chartered 
hawicg which are members of 
the Federal Reserve System. 
The board has repeatedly 
stated that its direct involve- 
ment in such supervisory 
activities, which extends to 
most leading US banking 
organisations, is an essential 
source of information in its 
formulation and execution of 
monetary policy. The board 
has consistently opposed leg- 


its bank supervisory ffcmc* 
tions to other agencies. . 

White the chancellor's 
plan to withdraw bank 
supervision from the Bank 
of England may have its . 
merits, bringing the Bank of 
'England more into line with 
the structure and culture of 
the Fed’s board of governors 
is not among them. 


John K. Lawrence, • 
Dickinson Wright, 

500 Woodward Avenue, 
Detroit, 

. Michigan 48226, US . 
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BAA should charge a market rate 


From Mr Gideon NeUen. 

Sir, British Airways has 
apparently been excluded 
from the government’s 
Impending windfall tax on 
privatised industries, yet it 
receives annually a huge 

windfall f rnim aihglillc al 

landing charges at London's 
Heathrow airport. 

It has been conservatively 

es tima ted that landing 

charges at Heathrow are 
priced at about three times 
below what the mark^ 
would pay. 

Tbe statutory framework 
is responsible for this per- 
verseness because in setting 
an overall return far BAA 
pic - which derives most of 
its income from retail rents 


and car-parking - the regu- 
lators cap landing charges. 

In June 1996 the UK 
Monopolies and Mergers 
Commission report on BAA 
pic said: “The airports, par- 
ticularly He a t h r o w, were m 
effect privatised on the basis fm 
that the ability to earn 
above average returns on 
assets should accrue to air- 
lines 

Last year BAA earned 
£250m from inniting charges 
at Heathrow. If market-based 
charges were applied, an 
extra £500m would have 
been generated which could' 
have accrued directly to the 
exchequer. British Airways, 
which holds 38 per cent of 
the Heathrow slots, there- 


fore enjoyed a windfall sub- 
sidy of almost £200ux last 
year alone 

Hopefully, the new Labour 
government will see tbe rev- 
enue-raising opportunity in 
introducing market-based 
landing charges at Heathrow 
as these would also begin to 
recognise the environmental 
damage the airport is cans: 
ing to London and dampen 
the insatiable demand for 
ever more slots and ter minal 
capacity. 







Gideon NeUen, 
NeUen & Co, 
solicitors, 

19 Albemarle Street, 
London W1X 8HA, 
UK 
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Evidence on globalisation effects remarkably consistent 


UK 


From Mr PhUHp Swaffel and 
Mr Matthew Slaughter. 

Sir, We want to disagree 
with Professor Wood’s claim 
(Letters. May 9) that on “the 
alleged contribution of glo- 
balisation to risong inequal- 
ity in advanced econo- 
mies... there remains wide 
divergence of academic opin- 
ion”. As we document in our 
paper mentioned by Martin 
Wolf ("Global opportuni- 
ties”, May 6) and available 
on the International Mone- 


tary Fund’s Internet home 
page (xoww.vnf.arg}, what is 
remarkable in fact is the, 
broad consistency of the lit- , 
erature to date that import 
competition accounts for 
only a modest portion of ris- 
ing inequality, with Wood's 
own research being a nota- 
ble and much debated out- ' 
Her. Future research, includ- 
ing our own in progress, 
may well find a larger role 
for globalisation, but for the 
present this case is not 


widely or convhicdngly sup- 
ported by analysis of the • 
data. 

Our conclusion is based, 
not as Professor Minfbrd . 
(Letters, May 15) asserts, on 
"partial data" and incom- 
plete models, but rather on a 
number of careful studies 
undertaken by leading trade 
and labour economists. Per- 
haps this does not match the 
evidence of “eyes and ears" 
to which Wood refers, but 
we believe that an important 


role of academic research is 
to investigate whether popu- 
lar notkms indeed square 
with rigorous analysis. 
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Matthew Slaughter, 
Dartmouth College and 
NBER, 

department of economics, 
Hanover, NH 08755, US 
Phillip Swagd, 
International Monetary 
Fund, 

700 19th St NW 
Washington. DC 204321, US 
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Lack of strategy has brought deadlock, says Judy Dempsey 


When a manager of a Tel 
Aviv investment house 
started making p r epara tions 
for a conference in London 
next month, he decided not 
to invite any Israeli politi- 
cians. “We are fed up with 
this government," he 
explains. "After a year in 
power, it has no strategy. It 
has no idea how to push for- 
ward the peace process." 

Before Mr Benjamin 
Netanyahu was elected 
prime minister a year ago 
tomorrow, the domestic and 
international business com- 
munity could not get enough 
exposure to politicians 
involved in the peace pro- 
cess. Expectations were 
high. Peace would attract 
more investment to Israel, it 
was thought. And the pros- 
pects of extending prosperity 
to the rest of the Middle East 
offered real possibilities. 

Such hopes have dissi- 
pated since the breakdown 
of the peace talks in March. 
There has been bewilder- 
ment over Mr Netanyahu’s 
apparent lack of strategy to 
implement the 1995 Oslo 
peace accords. Yesterday's 
failed summit between Mr 
Netanyahu and Mr Hosni 
Mubarak, president of Egypt, 
did little to raise spirits. 

Peace talks were 
suspended earlier thin year 
by the Palestinians when Mr 
Netanyahu unilaterally 
decided to build a new Jew- 
ish settlement at Har Henna 
in east Jerusalem, severing 
links with the Palestinian- 
controlled areas of the West 
Bank. The Palestinians 
insist they will not return to 
the negotiating table until 
the Har Homa project is 
halted and the expansion of 
all Jewish settlements on 
confiscated land In the West 
Bank stopped. 

The Israelis are equally 
adamant that they will can* 
tinue to build at Har Homa. 
They will only restart talks 
If the Palestinians resume 
security co-operation - 
suspended after the Har 
Homa decision - and do 
more to crack down on ter- 
rorism. 

So far, no amount of pres- 
sure from Washington, the 
United Nations or the Arab 
world has persuaded either 
side to return to the table. 
Analysts believe the lack of 
a coherent strategy on both 
sides is to blame for the 
deadlock. 

The Oslo accords were 
“imposed" on the Netanyahu 
administration, says Mr 
Natan Sharansky , the Israeli 
trade and industry minister. 


Souk-style 
haggling for 
Mideast peace 


-r. 



“The prime minister was 
elected on his criticism of 
Oslo. On the one hand he 
has an obligation to con- 
tinue with the Oslo accords. 
On the other, there are Ideo- 
logical pressures [from 
nationalists] which he has 
had to contend with,” he 
says. “It is difficult to have a 
policy which is not in clear 
contradiction with the pro- 
cess, but at the same time 
where the process can be 
defended." 

Other Israeli analysts go 
further. Precisely because 
the Oslo accords were 
Imposed on Mr Netanyahu, 
they believe, the prime min- 
ister wants his own agree- 
ment with the Palestinians, 
which would be less open to 
interpretation. “Netanyahu 
wants to survive for the next 
three years and then win the 
election,” says Mr Shrnuel 
Sandler, political scientist at 
the Bar Dan University in 
Tel Aviv, "in the meantime 
he will try to have his own 
agreement - as if to distance 
himself from Oslo." 

Mr Saeb JSrekat, Palestin- 
ian chief negotiator, says he 
has seen signs in recent 
months that the Israelis are 
trying to change the ground 
rules of the peace process. 
“We want to stick to the 
Oslo framework,” he says. 
“But the Israelis no longer 
focus on it. Instead, they 
bring up different Issues, 


arguing that because of the 
nationalist and fer-rightwing 
pressures in the govern- 
ment, they are only prepared 
to give in on this or that 
issue - as if they were bar- 
gaining in a souk [market]” - 
But, he adds: “Oslo is not a 
souk. It. Is a process and we 
have to stick with it” 

Yet the Palestinians, 
unequal partners fr om , the 
start of the Oslo process, do 
not have a clear strategy for 
conducting the peace negoti- 
ations. Neither do they 
appear to know how to go 
about building their own 
civil society in order to 
strengthen their bargaining 
position ahead of the negoti- 
ation of a final settlement 

Mr Yassir Arafat presi- 
dent of the Palestinian 
Authority, has repeatedly 
blocked attempts to create 
such a society, need_ed to 
bridge the transition from 
revolutionary tradition to a 
democratic state. 

He has failed to rally his 
people around the Oslo 
accords and has marginal- 
ised the legislative council, 
which is supposed to become 
tbe Palestinian parliament. 
Earlier this week, a report 
from the Palestinian Human 
Rights' Monitorlhg Group 
said torture of prisoners was 
endemic. Mr Arafat haw also 
turned a blind eye to corrup- 
tion. 

“In the absence of demoo- 
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racy, popular mobitisatibn. 
wifi be detected into a cata- 
strophic confrontation 
between Pales tinians and 
the. Palestinian Authority, - 
Instead of Israel," says Mr 
’Azmi Bishara, philosophy 
professor at BLrzeit Univer- 
sity In the West Bank, and 
one of the few Arab mem- : 
hers of the Israeli Knesset.' 

Writing in the latest issue 
. of the Journal of Palestinian. 
Studies, Mr Bishara argues 
that Pales tinians are not " 
presenting a united front in 
the peace talks. “Instead of 
the Palestinian Authority 
taking an Israel on its own, 
there could have been a con- 
frontation between tbe Pal- ■ 
estinian people and Israel." 
he writes. “The Palestinian 
polity needs to demonstrate 
that it is worthy of making 
the transition to statehood. ' 
This would increase the 
pressure on Israel very sig- 
nificantly.” 

But, as Mr Bishara paints 
out, preparing for statehood ' 
in the West Bank and Gaza '• 
is beset by practical prob- . 
lems. Palestinians toe not - 
free to travel between these ;• 
regions in spite of an agree- 
ment by Israel as part of the ■ 
Oslo accords:. Neither is\ 
there 'a corridor for- -the. free 
flow of goods between the " 
West B ank and Gaza. The: 

. Israeli stranglehold is as 
tight as ever on the strug- 
gling economy and on the - , 
fledgling state:; . . . 

Mr Erekat believes that,'.' 
without any progress on 
these issues, growing resent- 
ment against Oslo, against 
Israel and even against the 
Palestinian Authority could: 
play Into the hands of 
extremists. This -could k«d 
to mere, terrorist attacks and'- ' 
possibly to unrest tn the 

West Bank,.he says. Such an. 
outcome ' would in torn 
harden Mr Netanyahu’s 
resolve to carve out his own 
= agreement > ; 

Unless the .Palestinians . 
adopt a coherent strategy, 
Mr Bishara believes, the 
future for Patestin&fc bleak. 
“Since . ; territorial: ■ sover- 
eignty is;;3adrihg, saver- 
' eigrrty .over institutions wffl - 
have to -take its place," he 
- says, -referring to; the -abfiUy- ’ 
of Palestinians', to ' create 
indepen dent and- democratic 
cavil institutions;;.-;- ; 

^ Ifn^^ : say5, thfltt P&les: • 
Unions conld find them-' ‘ 
selves hi the same pqsftjon. 
as black- South : Africans 
u nder apartheid;' 1 with, 
dreams. of. ait - autonomous • -. 

' state turned intaaMlddte- - 
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When the mask cracks 

Wide-ranging reform of the way business and finance is carried 
out is changing the face of Japan, says William Dawkins 



a move 



The fact that Mr Boris Yeltsin : 
agreed to sign the Founding Act 
tor Nato-Eussia consultation in 
Paris yesterday is greatly to be 
welcomed. It opens the way for 
Nato enlargement, which will 
| reassure the emerging democra- 
cies of central Europe, and keep 
the US involved in European, 
security. It will give Russia “a 
voice hut not a veto” in the alli- 
ance. In effect, it ends the divi- 
sion that was set at Yalta. But It 
still leavesmuch to be done to 
ensure security In the post-Cold 
war world, 

The problem Is that Russia 
remains an unpredictable part- 
ner. Mr Yeltsin's impromptu 
announcement that nuclear 
warheads would be removed 
from missiles targeted on Nato 
members was confirmation of 
that Nobody was sure what he 
meant. The gesture appears to 
be symbolic- rather than sub- 
stantial, and the presentation 
thoroughly confusing. 

But the Nato deal should open 
the door far a series of further 
important moves by Moscow to 
provide reassurance. First, 
bilateral security arrangements 
are needed with its immediate 
neighbours, including 
Ukraine, the Baltic repub- 
lics, and other members of the 
former Soviet Union. They are 
still profoundly suspicious 


of the former colonial power. 
. Second, Moscow must hasten 
the process of military reform, 
without which its armed farces 
are being rapidly reduced to 
bankrupt ineptitude. The. dis- 
turbing reality behind the fine 
words in Paris -yesterday is that. 
Russia's conventional forces are 
in disarray, making the tempta- 
tion to use the nuclear option 
all the greater. Numbers must 
be rapidly reduced, -and the 
forces professionalised. 

That process will cost money, 
which the Russian government 
does not have. There is r a case 
for the western allies to provide 
financial assistance, at least for 
redundancy payments. Money is 
also urgently, needed for the 
maintenance of Russia's nuclear 
missiles, which are .by many 
accounts in as parlous a state as 
the conventional forces. The 
danger is not of being targeted 
by a Russian missile, but of hav- 
ing one explode by mistake. 

It is essential that the Russian 
Puma rapidly ratifies the Start-2 
treaty on nuclear arms limita- 
tion, to clear the way for negoti- 
ating the next round of deep 
cuts in a Start-3. Mr Yeltsin 
should throw his political 
weight behind that process. In 
theory, the Cold war is a thing 
of the past In reality, its legacy 
lingers cm. A 



It may be beginner's lock. But 
Mr Gordon Brown, the UK chan- 
cellor seems to have the ball 
rolling nicely on the numbers 
for his forthcoming Budget Mr 
Kenneth Clarke, the former 
chancellor, found a mysterious 
hole in tax receipts which 
pushed his forecast for this 
year's public sector borrowing 
requirement to £18 hn, much too 
high for a “1x10011112” economy. 

Now, the missing billions 
have returned, to provide the 
chancellor with some much- 
needed extra chips. Public 
finances^ mAp^U were i^expgct- . 
oily In balance* and the PSBR 
for last financial year was 
£3.6bn .less than the Treasury 
expected in November. This 
raised some hopes that Mr 
Brown may not, after all, need 
to raise taxes to restrict public 
borrowing to the level of public 
investment - his ‘’golden rule”. 

Yesterday, the Institute for 
Fiscal 
Sachs, 

predicted in their “green bud- 
get" that the PSBR could be 
down to about £X4bn this year. 
They suggested that the combi- 
nation of tight spending targets 
and rises in tax revenues 
already in the pipeline could 
bring public finances into bal- 
ance by 2000 without tax rises. 

However, before hee d i ng this 
advice, the chancellor should 
examine the assum p tions on 
which it is based. The most 
important is that a Labour gov- 
ernment will be able to keep the 
real growth in public spending 
to zero over the next two years. 
This looks implausible in the 
extreme. Even the most austere 
of governments would have dif- 
ficulty in resisting pressures to 
sustain health and education 
services, as public finances start 
to look markedly better. 


The IFS itself points out that 
if the gov ern ment allows he alth 
spending to rise' only at the 
same rate as under the Conser- 
vatives, the budget will be over- 
spent by £3Ahn by 1999-2000. A 
rather modest growth in overall 
spending in line with past 
. trends would result in £24bn of 
extra borrowing by the end of 
this parliament 
Moreover, if .the government 
is serious about the goldearule, 
.it now needs even on the IFS’s 
latest projections to reduce bor- 
rowing by about 1 per pent of 
JG0DE. Th^. would -or 

the equivalent of more Yhan 4p 
on the basic rate of income tax. 
The need to tighten early, is 
reinforced by growing evidence 
that.the economy is running at 
(dose to fall capacity. At such a 
stage in the cycle,” public 
finances should be close to bal- 
ance, or arguably in smplus.- 
After till, in 1988-89, when the 
Studies and Goldman : : Ckmservath^ fooh^^ 
the investment banker, the economy to overheat, the 
PSBR reached a surplus equal 
to 3 per-cent of GDP. Just five 
years . later, after 3m had 
become unemployed, the deficit 
had swung to 7 per cent of GDP. 

With a huge parliamentary 
majority hebind him. Mr Brown 
now has the chance to seize con- 
trol of public finances, deceler- 
ate growth to a nan-inflationary 
rate and so reduce, the need for 
damaging interest rate rises. 
The . improvement in tax 
receipts makes the task a little 
easier than it ™ight have been. 

If be fails to act, there is a 
real danger that inflation could 
be let out of the bag. Soaring 
Interest rales, sterling in . trou- 
ble and unemployment rising? If 
the nightmares of the early 
1990s now seem, remote, .the 
chancellor’s task must be. to 
keep them far from view. 


r - 


silent revolution Is 
dismantling the con- 
straints on Japan's 
economy and. helping 
erode the tradition 
of, consensus which has ensured 
that the broad Interests of society ] 
came before market efficiency. 

The changes have taken place 
unannounced.- Foreign attention 
has focused on the government’s 
2.800-point deregulation pro- 
gramme which includes the 
so-called Big Bang proposals to 
open the ftnqnrfai markers to 
competition. This reached a deci- 
sive stage last month when par- 
liament agreed to scrap remain- 
ing foreign exchange controls. 

Wide-ranging and ambitious, 
the deregulation plan is however 
only one feature of a larger 
advance of market forces at all 
levels of the most tightly con- 
trolled economy in the developed 
world 

This sflent revolution is perva- 
sive enough to bring structural 
change, immune, from economic 
esc political pressures. It presages 
.a fan in Japan's unusually high 
prices, already under way in ser- 
vices such as stockbroking and 
commodities, including petrol 
and food 

This has led to growing dispar- 
ity between profitable businesses . 
and weak ernes and wfll - so the 
Tokyo government hopes - spark 
a rise in the country’s growth 
potential. Foreign governments, 
warded about Japan's ability to 
boost demand for imported goods 
and to stop the trade surplus 
from rising, have reason to be 
cautiously optimistic. 

“Change is incremental, but 
much more change is taking 
place than surface appearances 
would indicate," says Mir pTaka&hi 
Inoguchi, professor of political 
science at Tokyo Univendty. 

“The consensus-driven' central- 
ised system of decision- 
making ... is on the verge of 
collapse," says Mr Eisuke Sakaki- 
bara, historian and director-gen- 
eral of the flnanra ministry’s 
international finance bureau. 

The origins of the silent revolu- 
tion are partly to he found in a 
shift in political opinion which 
has given impetus to., official 
deregulation. For the first time, 
all Japan's main political parties 
- even the protectionist Social 
Democratic party - campaigned 
for deregulation in last autumn’s 
„ igeneral election.- . £,« • 

J That consensus fbrmeaAate. It 
was an overdue response to the 
economic slowdown -that began 
six years ago and the rise of the 
yen to Y79.75 to the dollar in 
April 1996, which rendered much 
of Japanese industry internation- 
.ally uncompetitive. 

"* The yen has since fallen more 
than 30 per cent But the consen- 
sus for deregulation appears to 
-have hdld. Mr Ryutaro Hashi- 
zsoto, the prime minister, h as 
vowed to achieve structural eco- 
nomic reform “even if it burns 
me up". 

Evidence of Ids government’s 
sincerity is the impressive list of 
deregulation steps actually deliv- 
ered - xiither than just,, talked 
about - over the past year. Nei- 
ther has there been any effort to 
soothe the associated short-term 
pain, a tendency which softened 
the impact of previous attempts 
to cut red tape. 

In finance, for example, the 
essential first step of the govern- 
ment’s plan to make Tokyo's 
financial markets as efficient and 
open as those in London or New 






After years of diplomatic 
grandstanding, the.US.has per- 
suaded the rest of the OECD to 
make corporate bribery ,of for- 
eign pfBgfals a criminal offence. 
The US deserves its victory. 
That it is Illegal' to hribe home 
country in most OECD 

countries but legal, even tax- 
deductible, to suborn foreign 
ones has long been an unaccept- 
able anomaly. But passing a law 
is one tiling, enforcing it quite 
another. 

The US campaign has been 
partly driven by self-interest. 
Ever since the Foreign. Corrupt 
Practices Act of 1977 made for- . 
elgn bribery illegal, domestic US 
businesses have complained 
that it tied their hands (their 
back-hands, presumably) 
unfairly when competing for 
foreign contracts. Now, US com- 
panies who fed they have been 
out-bribed will have formal 
g r ou nds to complain. 

The agreement has .a more 
important, albeit symbolic, 
importance hi that OECD coun- 
tries are admitting that crack- 
ing down on corruption 
involves punishing the briber as 
well as the bribee. This will be 
considered overdue in develop- 
ing countries, who., have — 
rightly - resented the portrayal 
of bribery ss a. matter of 
companies being "corrupted 


by unscrupulous officials. 

That said, it is at least .-ques- 
tionable whether -the agreement 
will have ias - much practical 
impact as- the US-' has claimed; 
The agreement' states that an 
toteraational, treaty will be 
dratted by : theead of the. .year, 
and that individual govern- 
ments will have proposed;, new 
national legislation, criminal- 
ising foreign bribes by this, time 
nggt year. But Abe. first part of | 
the timetable could well be opti- 
mistic. And France, Germany 
and others are unlikely to go 
ahead with domestic legislation 
without it 

There is an even, more funda- 
mental question about the 
OECD plan: namely, how Is it 
going to be enforced? What hap- 
pens when country X decides 
that country Y is not imple- 
menting toe new laws vigor- 
ously enough? The OECD has , 
no answer: In that sense, recent 
moves to use the World Trade 
Organisation to set global stan- 
dards on transparency in public 
procurement would seem more 
promising. The WTO has clear 
procedures for resolving idis- 
putes, and transparency, after 
all, is probably the most power- 
ful anti-corruption tool there Is. 
Higher penalties can only go so 
for: the best deterrent to briber 
and bribee is visibility. 



York is under way with toe 
agreement to abandon exchange 
controls. 

Senior finance ministry offi- 
cial s say that, in the first 
onslaught of competition, there 
will be no attempt to rescue the 
smaller -stockbrokers and banks. 
That onslaught has already 
started, in the form of a commis- 
sion-cutting battle for trade in 
over-the-counter shares. 

“There can be no soft landing 
because there is nowhere to 
land,” says Mr Goro Tatsumi, 
president of Kosei Securities, a 
small Osaka-based broker. 

In the same vein, the ministry 
has ignored resistance by Japa- 
nese Insurance companies to a 
market-opening agreement with 
the US. In energy, the end of a 
cartel on oil imports has 
prompted petrol prices to fall by 
a fifth, causing domestic oil refin- 
ers’ profits to collapse and oblig- 
ing two leading refiners to merge. 

In transport, permission was 
granted last October for the for- 
mation of four new domestic air- 
lines, the first in 46 years, to 
operate on the world's busiest 
route, from Tokyo to Sapporo. 
Partial deregulation of taxi fares 
was allowed last month, a crack 
in one of Japan’s doughtiest car- 
tels. 

In telecommunications, Nippon 
Telegraph and Telephone, toe 




dominant carrier, is to be split, 
along US lines, between a 
long-distance and international 
group and two local operators by 
1999. It has already been obliged 
to open its domestic lines to for- 
eign companies. 

Beneath this government- 
driven deregulation, toe advance 
of market forces is visible in 
many areas, including capital 
markets, and in the way compa- 
nies treat each other and their 
employees. 

Take the share and debt mar- 
kets. Equity investors have, over 
toe past six months or so, begun 
to recognise that it is no longer 
realistic to value companies on 
the basis of their membership of 
a group or sector. Share prices 
are not moving in predictable 
bands between and within sec- 
tors, as they did previously on 
the assumption that stronger 
companies would always bail out 
weaker ones. 

Over the past year, for exam- 
ple, the shares of securities com- 
panies have under-performed the 
market by just over a quarter, 
while precision instruments 
groups - hardened by years of 
export competition - have out- 
performed by about toe same 
amount Divergence as great as 
this is unprecedented, say ana- 
lysts. 

This is in part recognition that 


fewer losers will be bailed out, as 
became apparent late last year 
when the finance ministry 
ordered the closure of Hanwa 
Bank, a small regional lender, in 
the first enforced shutdown of a 
bank in more than half a cen- 
tury. Share price divergence “is 
also about who can survive and 
succeed in the face of deregu- 
lation", says Mr David Pike, bead 
of research at BZW Research in 
Tokyo. 

A similar polarisation has been 
seen in bond markets. The most 
notable example is how the daily 
fundraising costs of Nippon 
Credit Bank, the troubled lender, 
shot up above the average for its 
peers in February, when news 
brake of its bad debt problems. 
Previously, long-term credit 
banks were valued as a group on 
the same comforting assumption 
as equities. The same trend is 
occurring among bonds Issued by 
manufacturers, especially trading 
companies and heavy machinery 
groups. 

As a result, credit rating agen- 
cies are giving increasingly diver- 
gent ratings to members of the 
same sector, driving up the finan- 
cing costs of weak companies. 

Mr Masaru Kakutani, manag- 
ing director of the Japanese 
branch of Moody's, the US rating 
agency, says: “We used to think 
that members of a group would 
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yesterday 
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around Victoria harbour amid ' 
fireworfesabd lasers. 

Modestly billed as Asia's party 
; of the century by its organisers, 
top HKflOOm price-tag is being 
footed by some 34 companies 
and'loqal tycoons: Just a few 
: weefcar after JEfonry Keswick; toe 
headofjardines - which , 
weathered a squall or two after 
supporting governor Chris 
Patten's political reforms - 
chatted in Beijing with senior 
leaders, ‘the flotilla ctmutfl mark 
a further step in rapprochement. 
Smoother sailing may lie ahead, 
provided of course the handover 
escapes a seasonal typhoon. 
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“a rectangulareteel-pipe frame 
with net-Uke straps held in place 
- byfwo vertical-supports and 


secured by straps at hip belt 
mounting points" to withstand 
forces of up to 3 tonnes. Then all 
you need is a volunteer to strap 
in the family rottweiler. 


Venerable beads 

. ■ Ireland's next export to China 
could raise eyebrows among 
Beijing officialdom. Reggie 
Donnelly from Belfast, a charity 
and pilgrimage organiser, has 
launched an appeal to ship all 
the unwanted rosary beads in 
Ireland to China for distribution 
among the estimated 10m 
Catholics there. Such is the state 
of affairs in the former bastion 
of the True Faith that he hopes 
to get 5m -sets of beads - an 

average of one per Irish person. 
"£m sad to have to say it, but if 
people in Ireland won't use their 
rosaries, maybe they will give 
them to people who will” 


Cash flow 

■ Construction worker Kim 
Nam-shik, fed up with South 
Korean political scandals, 
yesterday went to the 27th floor 
of a hotel beside Seoul dty hafl 
and threw oiit leaflets calling 
politicians liars and thieves - 
along with $4,100 in notes. He 
was arrested on traffic charges • 
after people got out of cars to • 
chaaethe loot, causing road 
chaos. Police recovered $89, 


be supported. But then we went 
round company presidents and 
asked about support They said 
members were on their own until 
the last minute. That means 
there will be losses.” 

He adds: “We are seeing signifi- 
cant differences in the way differ- 
ent businesses are managed. 
Trading companies are an exam- 
ple. Ten years ago, they behaved 
as a group and we rated them as 
such. Now, some have diversified 
into high technology and some 
have kept a strong centre, based 
on their traditional business." 

The growing acceptance that it 
pays to be different is evident in 
the way the beads of some lead- 
ing companies describe strategy. 
The annual report of Mitsubishi 
Corporation, one of the largest 
general trading groups, talks of 
“leaving stereotypes behind". 
Toshiba promises “agility and 
change", while Fujitsu, the com- 
puter maker, wants to promote 
“innovation at all levels”. 
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hese companies are 
Increasingly putting 
themselves - and prof- 
its - before relation- 
ships within toe sec- 
tor. Divisions have opened up 
over the past few years in the 
keiretsu system of corporate fami- 
lies which consists, of loose alli- 
ances between suppliers, manu- 
facturers. distributors and. banks 
linked by dozens of cross-share- 
holdings. 

It is no longer heresy for a keir- 
etsu member to buy supplies out- 
side the group, or to borrow from 
an unrelated bank. Mr Katsu- 
nobu Onogi. president of the 
Long Term Credit Bank of Japan 
- a rare example of a non-' 
kdretsu bank - says he is prising 
more corporate clients away from 
haretsu because borrowers have 
become “more product-oriented 
than relationship-oriented’*. 

Market forces are also advanc- 
ing in the way companies pay 
employees. Last month's annual 
wage bargaining round marked a 
break with the tradition of 
roughly equal pay rises for alL 
Unusually, workers in interna- 
tionally competitive industries, 
such as cars and electronics, 
earned much higher awards than 
less profitable - often domesti- 
cally oriented - sectors such as 
banking, or public utilities. Rail 
employers even split into three 
groups, with three different 
offers related to individual profit- 
ability. 

All this invites the question of 
how for Japan's silent revolution 
will progress. A pure free market, 
in which the strong thrive at the 
expense of the weak, is incompat- 
ible with values that most Japa- 
nese wish to retain. These 
emphasise low unemployment 
and trust in the group - hang- 
overs from its rural, village-based 
history. 

Many executives and policy- 
makers speak wistfully of a half- 
way bouse, retaining toe best of 
both systems. The finance minis- 
try’s Mr Sakakibara espouses a 
“balance between efficiency and 
public responsibility”. 

But will Japan be able to 
achieve such a golden mean? The 
experience of other countries 
that have undergone economic 
deregulation, such as the US and 
the UK In the 1980s. show that 
the consequences are difficult to 
predict and futile for govern- 
ments to try to control. These 
look like turbulent times for the 
Japanese village. 


100 years ago 

A Brilliant Display 
This, being tim Diamond 
Jubilee year of the Queen 
[Victoria], and with loyalty 
overflowing in all directions, 
it seemed only natural that 
the Royal Military 
Tournament should be by for 
one of the best and most 
brilliant of such displays. The 
Prince of Wales, accompanied 
by other members of the 
Royal Family, was received 
by a unique guard of honour, 
composed of representatives 

of all the Colonial and 
Imperial troops in London 
including detachments of the 
New South Wales Lancers. 
Cape Mounted Rifles and 
Dyaks of the North Borneo 
Police. 

50 years ago 

U.S. Steel industry 
Washington, 27th May. The 
magazine Steel reports 
prospects bright for continued 
peace-time steel output with 
labour relations the best since - 
1948 and the long-term peace 
outlook favourable. Scrap and 
raw materials are flowing to 
the mills in volume, presaging, 
continued near-capacity 
operations. Mr Murray of the 
CXO. has forbidden steel . - 
strikes during - the neixf two . ' 
years and has. ordered 
meticulous respect tor union 
contract obligations. 
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US resumes diplomatic quest 
for Northern Ireland solution 


By Jimmy Bums in London 

The US government Is 
discreetly stepping up pressure 
on the Irish Republican Army 
to declare a ceasefire as part of 
a renewed diplomatic offensive 
over Northern Ireland. 

Senior officials of the US 
National Security Council who 
advise President Clinton on 
Northern Ireland have tele- 
phoned leaders of Sinn F&n, 
the political wing of the IRA, 
to build on what Washington 
believes is the new prospect 
for peace after Labour's gen- 
eral election victory. 

It is thought that additional 
contacts are being pursued 
through other US officials. 

The contacts are thought 
principally to have involved 
Mr Gerry Adams, Sinn F6in 
president. Washington believes 
bis hand has been strength- 
ened in the Republican move- 
ment after he was elected MP 
for West Belfast - though he 


New peace initiative steps up 
pressure for IRA ceasefire 


win not take up his seat at 
Westminster. 

The fresh involvement of the 
US follows more than a year 
during which the Clinton 
administration h«s distanced 
itself from Northern Ireland 
politics because of the IRA's 

en qflnning militar y ramp ai pn 
and the absence of any work- 
able peace formula emanating 
from London or Dublin. 

‘'Clinton is clearly once 
again interested in helping 
strike a deal over Northern 
Ireland and we welcome that," 
an Irish official said yesterday. 

The US move has the bless- 
ing of the UK and Irish govern- 
ments, which believe that 
President Clinton's “honest 
broker” role could become cru- 
cial in helping restore momen- 
tum to the peace process. It is 


part of a concerted strategy, 
which includes continuing 
talks between Sinn Fein lead- 
ers and UK and Irish civil ser- 
vants, and a conciliatory state- 
ment on Northern Ireland 
which is expected to emerge 
tomorrow when President 
Clinton meets Mr Tony Blair, 
the British prime minister , in 
London. 

The two leaders are expected 
to discuss a range of Issues 
including R og nin and the Euro- 
pean Union, but Northern 
Ireland is expected to be a key 
part of the agenda. 

President Clinton is expected 
to stress publicly tomorrow 
that a new window of opportu- 
nity for con stru ct ive dialogue 
has been opened up. 

While he will be nailing on 
the IRA to declare an unequiv- 


Cairo plans aim to break 
Mideast talks deadlock 


By Mark Huband 
in Shaun ol-Shiekh 

Egypt has drawn up a set of 
proposals which could break a 
two-month deadlock in the 
Middle East peace process and 
bring Israeli and Palestinian 
leaders into direct talks. 

Following three hours of 
talks with Mr Benjamin Netan- 
yahu, the Israeli prime minis- 
ter. in the Egyptian resort of 
Sharm el-Sheikh yesterday. 
President Hosni Mubarak of 
Egypt said be had put new pro- 
posals to the Israeli premier 
and would arrange a meeting 
between Mr Netanyahu and 
Mr Yassir Arafat, the Palestin- 
ian leader. 

The proposals marked a shift 
away from Arab demands that 
the settlement policy, which is 
a key to Mr Netanyahu retain- 
ing the support of his right- 
wing coalition partners, be 
abandoned outright 

In an exclusive interview 
with the FT after meeting Mr 
Netanyahu, President 
Mubarak said: “It may not be 


called new concessions. It's a 
kind of narrowing the gap 
between the two sides. We 
came to some kind of under- 
standing on both sides that we 
have to work to narrow the 
gap. This was much better 
than the previous meeting 
[with Mr Netanyahu in 
March}. There was much more 
flexibility than the previous 
one. And we met with an 
abjective, which we have to 
work on." 

Mr Mubarak refused to 
reveal details of the proposals, 
but formed the initiative after 
a two-hour discussion with Mr 
Arafat in Cairo on Monday, 
suggesting that the Palestinian 
leader had agreed to proposals 
being put to the Israelis. 

The meeting with Mr Arafat 
centred on Israel's construc- 
tion of the Jewish settlement 
of Har Hama, in the East Jeru- 
salem Arab suburb of Jabel 
Abu Ghneim. Control of the 
area was to be negotiated at 
talks on a final settlement 
which were abandoned on 
March 18 when building began. 


"Before the meeting with Mr 
Netanyahu. I asked Arafat to 
come and see me to discuss 
what options there were, what 
they need, what they would 
accept, what they couldn't 
accept, their limitations. After 
two hours I understood what 
was in his mind. His fear of 
the Jabel Abu Ghneim - espe- 
cially this,” Mr Mubarak said. 

“I asked Prime Minister 
Netanyahu: what can you 
give? And I explained to him 
the fear of the Palestinians. 
And the restrictions they are 
facing. He told me some 
options, and said he needed to 
make some consultations. And 
at the same time 1 will make 
consultations with Arafat. I 
hope it will be done within 
four or five days.” 

Mr Netanyahu says he will 
not abandon work at Har 
Homa. Diplomats said the aim 
of his visit was to press Presi- 
dent Mubarak into accepting 
that Pales tinian expectations 
should be lowered. 

Souk-style haggling, page 14 


ocal ceasefire, officials on both 
sides of the Atlantic are work- 
ing on the bads that the earli- 
est this could be secured is 
July, in return for Sinn Fein 
being admitted into ftxQ talks 
at the aid of the summer. 

Washington is thought to be 
optimistic about progress as 
long as the IRA persists in its 
de facto ceasefire and the UK 
government can ensure that 
decommissioning of arms 
forms a part, not a focus, of 
the talks with other Northern 
Ireland political parties due to 
resume in Belfast on June 3. 

Although the UK govern- 
ment is publicly wary of being 
sear to adopt a softer approach 
towards the IRA, US and Irish 
officials have privately wel- 
comed what they regard as a 
series of subtle confidence- 
building measures by Ms Mar- 
jorie Mowlam, the new North- 
ern Ireland secretary. 

Mowlam in talks, Page 7 


Chirac in 
TV appeal 

Continued from Page 1 

campaign attacks on the gov- 
ernment far trying to impose a 
capitalist view of Europe, Mr 
Chirac also underlined that 
Europe must be ambitions in 
the social and welfare field. 

Mr Lionel Jospin, tire Social- 
ist leader, immediately critic- 
ised some of Mr Chirac’s prop- 
ositions as “generalities” and 
others as plagiarised from the 
Socialists’ own programme, 
adding the president had . 
already had two years to 
implement his ideas. 

“The only way to change is 
to change the majority” in the 
National Assembly, Mr Jospin 
said. He said he would not 
increase public spending but 
would redistribute public 
funds to job creation. 

For the first time in the 
campaign, the Socialists plan 
joint rallies with the Commu- 
nists later this week. The two 
parties, who differ over 
Europe and the euro, cam- 
paigned in competition with 
each other in the first round, 
but now neeed to pool their 
votes In Sunday's deciding . 
run-off contest. 


AT&T rises on merger talk 


Continued from Page 1 

Department recommended the 
Federal Communications Com- 
mission turn the application 
down on the grounds that 
there was insufficient competi- 
tion for local services in 
Oklahoma. 

Analysts said a deal between 
AT&T and SBC was feasible, 
but a likely pre-condition 
would be an opening-up of 
SBC’s market to competition - 
and even then the deal could 


take two years to complete. 

Mr David Roddy, chief tele- 
communications economist at 
Deloitte & Touche Consulting, 
said: “It’s going to be like put- 
ting a man on the moon, this 
pact It won't be easy, and it 
will be a dangerous mission. 
But what the antitrust and 
regulatory authorities want is 
a competitive marketplace, 
and if consumers have alterna- 
tives that are easily accessible, 
then that would be the ulti- 
mate test.” 
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FT WEATHER GUIDE 


Europe today 

The British Isles will be sunny, while 
the Benelux win have sun mixed with 
clouds. 

Germany may be showery, while 
Poland will have rain. Southern 
Scandinavia win be mainly dry with 
some sun. 

France and eastern Spain will be 
sunny. 

North-western Spain and Portugal 
will have rain and thunder showers. 
Italy will be sunny, while the Balkans 
will have showers. Greece will be 
sunny. 

The Black Sea coast of Turkey will 
have sunny weather with sane 
cloud and showers. 

The Mediterranean coast wiA be 
sunny. 

Five-day forecast 

High pressure over the British Isles 
will expand slowly eastwards. 
Conditions over the UK will stay fair, 
while toe weather will Improve over 
north-western Europe. 

High pressure wilt also bring plenty 
of sunny weather and seasonable 
te mpe ra tu res to the Mediterranean. 

TODAY’S TEMPERATURES 
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Abu Dhabi 

Accra 

Algiers 

Amsterdon 

Albans 

Atlanta 

B. Aires 
B.ham 

Bangkok 

Barcelona 


Maximum 

Celsius 
fair 30 
thund 31 
an 26 
fair 17 

sun 26 
shower 23 
cloudy 14 
sun 20 
shower 36 
sun 25 


Berlin - 
Bermuda 


fair 23 
SlU 21 
shower 17 
shower 17 


Caracas 

CanSff 

CacaNanraa 

Chicago 

Cologne 

Dakar 


Bombay 


Budapest 

CJiagen 

Cabo 

Cape Town 


Delhi 

Dubai 

DubBn 
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Edinburgh 


fair 30 
sun 20 
cloudy 23 
shower 22 
Mr 17 
fair 27 
fair 31 
sun 40 
sun 38 
SU120 
shower 22 
fair 21 
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Geneva 
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No global airline has a younger fleet. 
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Hong Kong 

Honolulu 

Istanbul 

Jakarta 
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Lima 

Lisbon 

London 
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fab- 21 
fair 18 
sun 24 
fair 25 
fair 20 
shower 16 
shower 15 


Madrid 

Majorca 

Malta 

Manchester 
Manila 
Melbourne 
Mexico Oty 


fair 27 
sun 29 
sun 27 
31*19 
shower 32 
lair 17 
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Rangoon 

Reykjavik 

FSo 

Rome 
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Seoul 

Singapore 


fair 32 

Miami 

fair 31 

Stockholm 

an 30 

Milan 

fair 24 

Strasbourg 

fair 21 

Montreal 

lair 19 

Sydney 

fair 32 

Moscow 

cloudy 13 
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sun IS 

Mmteh 

far 18 

Trt Aviv 

fair 35 

Nairobi 

fair 25 

Totyo 

an 42 

Naples 

sun 25 

Toronto 

an 29 

Nassau 

fair 31 
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fair 24 

Now York 

sun 22 

Venice 


cloudy 25 
thund 24 
sun 23 
sun 17 
sun 24 
fair 21 


Vienna 
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Winnipeg 


shower 32 
rain 9 
far 28 
sun 28 
sun 24 
shower 25 
fair 33 
fair 16 
sun 19 
fab- 21 
fair 24 
fair 27 
fair 25 
fair 21 
doudy 19 
far 22 
shower 13 
rain 17 
sun 23 
shower 12 
fab- 23 
Sun 18 
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Ring Ma Bell 


The idea that old Ma Bell might end 
up swallowing one of her babies 
sounds gruesome, but is entirely 
logical Last year's US telecoms 
deregulation effectively reversed 
the 1984 split of the monopolistic 
Ma Bell into one long-distance oper- 
ator - AT&T - and seven local 
Baby Bells, by allowing them to 
compete in each others’ markets. 
Already the seven have merged Into 
five, while three profit warnings 
from AT&T show bow rapidly it is 
losing msufcet share, both to new, 
nimble operators like WorldCom 
and to its own offspring. . . 

A merger with SBC Communica- 
tions, one of the best-managed of 
the Baby Fp Tis might reverse that 
decline, by giving AT AT access to 
SBC’s customer base in California 
and Texas. As long-distance mar- 
gins have come under pressure, 
value has shifted to local networks: 
the Baby Bells made an average 
return on sales of 23 per cent last 
year against 17 per cent for AT&T. 
SBC, in return, would get access to 
AT&T’s international network. And 
with AT&T capitalised at just over 
$60bn and SBC worth around $35bn, 
this deal would dwarf even the BT / 
MCI merger, putting Mr John Wal- 
ter, AT&T’s new president, on the 
map. 

Yesterday's muted share price 
reactions on both sides underline 
that thin deal is by no means 
and dusted. SBC may argue for a 
premium to reflect its stronger stra- 
tegic position. But if it does go 
ahead, it will put pressure on the 
other Baby Bells, such as Bell 
Atlantic, to Find international part 
ners; Cable and Wireless springs to 

mind 

US banking reform 

You would have lost a lot of 
money anticipating US financial 
reform. The enticing promise of an 
end to Depression-era limits on 
links between banks, securities bro- 
kers and insurers has been a hoary 
perennial in almost every Congress 
this decade. But political and indus- 
try infi ghting has always killed it 
Now, just as the US Treasury has 
announced support for removing 
most of the walls between different 
financial services companies, some 
bankers appear to be going off the 
idea of change altogether. 

In the last year, banks have 
scored an Important breakthrough 
without political aid. They have 
been granted special permission 
from the two main regulators, the 
Federal Reserve and the Comptrol- 
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1980s Nonetheless, the US has 
bounced back from stagnant safes 

values over the ^ two 

the global trend Is In the rfgfct 
direction. EMTs release schedule 
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ler of the Currency, to engage in 
- limited, nonthinking activities. 
Some managements suggest they 
might prefer the flexibility these 
regulators are~$ffaripg to the pros- 
pect of a rigid statutory framework 
erected by meddlesome politicians. 

But that view, is short-sighted, 
piecing the narrow interests of a 
few powerful inert tiitinna ahead of 
the system as a whole. US financial 
regulation, for all its new found 
flexibility, is a mess. A range of 
different regulators supervises insti- 
tutions not by function but by scale 
and geographical region, according 
to rules laid down 65 years ago. The 
Treasury’s move should be 
applauded. It has brought some- 
what closer the possibility that a 
bint of r atinnaliwaticn might at last 
be allowed to enter the process. 

EMI 

The all-conquering Spice Girls 
and the allure of a £520m share buy- 
back foiled to put the zest back into 
EMTs ailin g shares. The problem is 
that hi g hl y rated shares are expec- 
ted to deliver high rates of growth. 
EMTs growth rate has slumped and 
it is now having to face the music. 
Its response has been a £117m 
charge to reshape its US record 
business and improve on a lowly 5 
per cent margin - and it is making 
the most of it by sweeping bad 
debts from distressed retailers 
under the carpet 

EMI's recent experiences have 
been more Beastie Boys than Spice, 
so It is understandable that the 
management is adopting a cautious 
approach. Strang sterling continues 
to impede profits growth and there 
is no new technology to drive sales 
as the compact disc did through the 


ative nature of the business. 

For a company trading on a pro- 
spective pri^earnings ratio^of 2£ ; 
the Immediate prospects stffl toofr 
somewhat pedestrian. But cans* 
datlon in the music industry. Is 
inevitable, and EMI is the most 
obvious participant Mergers with 
either MCA or . Bertelsmann s hould 
be achievable without regulatory 
problems. For those looking for the 
next Grand Metropolitan/Guinness- 
style. deal, Eafl Tetoains a fajr bet. .; 

UKL taxes 

Do British -taxes reany need to 
rise? The Institute, for Fiscal 
Studies/Goldman Sachs Green Bud- 
get is a valiant, but sadly over- 
stated, attempt to puncture the 
gloomy consensus. It is true, as the 
IFS points out, that the Conserva- 
tives’ plans already imply pretty 
tough tax rises and spending limits. 
The is that they look implausi- 
bly so. Even the IFS’s revised fig- 
ures, which sensibly assume the 
corset will have to be relaxed a 
little, imply that public spending 
under Mr Tony Blair will represent 
a significantly lower percentage, of- 
gross domestic product than it did 
under Mrs Margaret Thatcher. And' 
even then, public borrowing would 
be cut to 1 par cent of GDP only by 
1999-2000 - after seven years of 
healthy economic growth. To inter- 
pret that outcome as consistent 
with Labour's "golden rule”, which 
requires borrowing to be at this 
level over the cycle, demands 
unpractically rosy spectacles. 

Then consider the politics. To Mr 
Blair , the IFS scenario must look 
horribly like five years of public 
sector misery, followed. by -the risk 
of deteriorating public, finances just 
as the next election. approaches. 
Politically, it surely makes better 
sgnsp. to raise now. Nor is the 
IFS/Goldman counter-advice - effec- 
tively, to shove interest rates up by 
100 basis points and just hope the 
pound fails back nevertheless - ter- 
ribly persuasive. A further dose of 
fiacai tightening is not by . any 
means the only treatment the econ- 
omy needs, but it would certainly 
help. 

Additional Lex note on Halifax, 
Page 23 
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Without us, they 
couldn’t deliver masses 
of gases trouble-free. 


Preventing pollution or 200 diflbtnt produce; is critical for Gamacet NV( one of Europe’s leading chemical, gas andoilswragp ‘ 
companies. That’s why they’ve switched ro John Crane 2800E seals on pumps oansfeiring gases 6pm nine huge spheres- 

tocal capacity 22,000 cubic metres- to transport tanks. . .•••.• , v ;V 

■fo prevent emissions during transfer, previous seals relied on a barrier of liquid giycaL Never whoijy effective, the gl^odl could be 
sucked away if a vacuum occurred, destroying the seal completely. The John Crane system’s nimym 

guarantees zeitHnnission transfer and keeps the gases on tap at Gamaox sale from fistign agems^- ‘ . 

John Crane is one of Tl Group's three specialised engineering businesses, die others being Bundy ahd Dowty. 

Each one is a rechnobgical and marker leader in its field. Tbgerho; their specialist skills ena^fe . 

U Group to get the critical answes right for its customers. Wjddwide- 
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Tl GROUP 


WORLD LEADERSHIP IN SPECIALISED INO INZERI NO 

For further information about iheB Group, contact die DepmuKniof Public Afinn.Tl Grouonle. Lamh«mi rn.. w dhbui4« - r 
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IN BRIEF 


Nissan returns 
to profitability 

Nissan Motor. Japan's second-largest carmaker, 
moved into the black for the first time in five 
years, helped by the yen's weakness and wide- 
ranging rationalisation. The group reported pre- 
tax recurring profits of Yi40.7bn ($i-2bn), 
against a Y53.4bn loss a year earlier. Page 20 

Lonriio to continue merger talks 

Lonrho, the UK conglomerate, has decided to 
continue merger talks with JCI, the South Afri- 
can mining house, but the two are far from 
hammering out a common position on price or 
the value of assets. Page 23 

Thyssen reports strong six months 

Thyssen. the German industrial group which 
was the target of an aborted takeover bid earlier 
this year, has reported pre-tax profits of 
DM63lm ($366m) in the six: months to March, up 
from DM349m. Page 13 

Kenyan drought drives up tea prices 

Severe drought in Kenya has slashed its tea 
crop by almost 40 per cent in the first three 
months of 1997. At London auctions for medium' 
quality tea, prices have risen by more than 30 
per cent to £1.47 a kilo. Page 26 

Deutsche Bank opens office In Zagreb 

Deutsche Bank, Germany’s biggest has forged 
one of its strongest links yet with the former 
Yugoslavia by opening an office in the Croatia 
capital of Zagreb. Page 13 

AssKDomfiii agrees Czech paper deal 

AssiDoman, the Swedish forestry group, has 
reached agreement to take control of Sepap, the 
Czech pulp and paper company. Asal said it was 
paying SlSOm for 51 per cent of Sepap, raising 
its stake to 90 per cent. Page 21 

Bank of Montreal profits up 12% 

Canada’s Bank of Montreal has posted a 12 per 
cent rise in net earnings, spurred by the acceler- 
ating domestic economy and gains from sales of 
developing countries' bonds. Page 19 

Companies in this issue 


Opposition within toymaker scuppers plan for Y490bn link-up 

Sega, Bandai call off merger 


By MIcMyo Nakamoto in Tokyo 

Sega, the Japanese video game 
maker, and Bandai, Japan's 
largest toyznaker and devel- 
oper of the Tamagotchi virtual 
pet, called off their merger yes- 
terday Just a day before the 
agreement was to be signed, 
because of strong opposition 
within the Bandai group. 

The two companies, which 
had pla nn ed to merge in Octo- 
ber, said they had dropped the 
plan because of "internal rea- 
sons within B andai " but that 
they would form a number of 


business alliances. The col- 
lapse of the Y490bn <$4J2bn) 
merger - which L was touted as 
the creation of a. Japanese Dis- 
ney - highlights the resistance 
to corporate consolidation 
within Japanese companies. 

Mr Hironobu Sawake, indus- 
try analyst at Nikko Research 
Center In Tokyo, said Sandal's 
continuing Independence 
would enable it to retain its 
unique corporate culture, 
which is the source of its hit 
products. 

The success of Bandal’s 
Tamagotchi, the pocket-sized 


egg with a virtual chicken 
which has sold more t han 
1.35m since its launch in 
November, means the argu- 
ments for Sega absorbing the 
company are less compelling, 
say Bandai employees. 

In Marc h Ffonriqf pu no npfl flff 
a five-fold increase in monthly 
production of the toy to keep 
up with demand. 

Opposition to the merger, 
which was announced in Janu- 
ary, had been growing - par- 
ticularly among mid-level 
managers within Bandai, the 
smaller of the two companies. 


They were concerned about 
the loss of Bandai's corporate 
identity as well as job cuts. 

Employees at Bandai 
recently presented the man- 
agement with a petition to call 
off the merger because the 
benefits were not dear. 

However, Bandai had pub- 
licly insisted that the opposi- 
tion was restricted to a group 
of disgruntled employees and 
that the merger would go 
ahead as planned. 

At an extraordinary board 
meeting on Monday the Ban- 
dai board had approved the 


plan. But yesterday it emerged 
that opposition within Bandai 
was too strong to overcome. 

Mr Makoto Yamashina, pres- 
ident of Bandai, who was 
scheduled to become the presi- 
dent of the merged group, 
admitted that he had been 
unable to convince employees 
of the benefits. 

The two companies will 
instead form alliances combin- 
ing Sega's games with Ban- 
dai's characters, which include 
Power Rangers, for video 
games and the development of 
multimedia products. 


Thailand’s 
Alphatec 
in danger 
of $ 80 m 
default 


By Ted Bardacke 
In Bangkok 


EMI to rationalise record labels 

Artists to be dropped and executive jobs to go in N American cost cutting 
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By Alice Ftawsthom in London 

EMI Group of the UK, one of 
the world’s largest music com- 
panies, yesterday announced 
plans to rationalise its North 
American record labels and to 
return some £52Qm ($842. 4m) of 
capital to investors in a share 
buy-back. 

The cost cutting, which will 
include shedding 35 senior 
executives and dropping an 
unknown number of artists, 
will be orchestrated by Mr Ken 
Berry, head of EMI’s Virgin 
label, who has been promoted 
to the new role of president of 
international recording inter- 
ests. 

EMI also reported a 3.6 per 
cent Increase in profits before , 
tax and exceptional items to 
£380 ,5m for the financial year 
to March 31, against pro-forma 
profits of £367.3m in the previ- 
ous year. 

Sir Colin Southgate, chair- 
man, said the group was ham- 
pered by the strong pound and 
"slow growth” in global sales 
- in spite of several big 
albums such as the Spice 
Girls’ debut, which sold 11.5m ' 
copies worldwide, George 
Michael’s Older and the Romeo 
& Juliet soundtrack. 

He said he expected trading 
conditions to remain "sub- 
dued” this year and predicted 
“modest” profits growth. New 
albums are due from Janet 
Jackson, the Rolling Stones, 
Radiohead and Ya n nL 
EMI’s shares, which have 
declined recently as specula- 
tion over a takeover bid has 
diminished, slipped by «P yes- 
terday to £11. 7VA. 

The shares had peaked at 
£1435 last August, following 
the demerger of EMI and the 



From girl power to world power: the Spice Girls sold 11.5m copies of their debut recording, but not enough to prevent cats at EMI 


Thorn rental businesses. 
Details of the share buy-back 
will be unveiled before EMTs 
annual general meeting on 
July 18. The board envisages a 
tax-efficient Issue of redeem- 
able shares, similar to those 
proposed by the Grand Metro- 
politan and Guinness drinks 
groups. 

The rationalisation pro- 
gramme, which will involve 


closing the EMI Capitol head 
office in New York and several 
smaller offices, is intended to 
reduce annual overheads by 
between £33m and £40m. 

The cost of the exercise, 
including substantia] pay-offs 
for executives and projected 
bad debts if mare North Amer- 
ican record retailers file for 
bankruptcy protection, is 
expressed as an exceptional 


item of £117Hm. Half the proj- 
ected cost savings should 
materialise this year, accord- 
ing to Sir Colin, with the 
remainder coming through 
next year. 

The chairman said he hoped 
the rationalisation would raise 
EMI’s operating margins in the 
US from 5 per cent to 10 per 
cent over the next three years. 

The weak performance of 


the US labels contributed to a 
fall in group turnover to 
£L39bn (£3.52 bn) last year, and 
a decline in operating profits 
before exceptional items to 
£399.5m (£387 Km). The board 
proposes to raise the dividend 
to 30p (27p) a share. 

Lex, Page 16; 
Battle to raise US margins, 
Page 23 


Alphatec Electronics, the Thai 
computer chip manufacturer, 

yesterday warned it was in 
danger of defaulting on nearly 
$S0m in obligations to interna- 
tional creditors due next 
month. The Thai cabinet has 
set up a high-level committee 
to explore ways of hailing out 
one of the country’s flagship 
exporters. 

Alphatec has a June 22 put 
option on a 845m convertible 
debenture Issued in 1994 on 
European bond markets. With 
the bond, underwritten by 
Bankers Trust, trading at a 
deep discount to face value, 
most investors are expected to 
exercise the option. But Alpha- 
tec must also repay about 
$34m to a syndicate of interna- 
tional banks, led by ING Bank. 

The unlisted Alphatec 
Group, parent company of 
Alphatec Electronics, was 
stung this month when Texas 
Instruments pulled out of two 
silicon chip manufacturing 
projects worth $l.4bn. citing 
the group's inability to finance 
its portion of the greenfield 
ventures. Submicron, a silicon 
chip project, is also languish- 
ing because of a lack of equity 

and debt financing 

Alphatec Electronics, which 
accounts for almost 1 per cent 
of Thailand's total exports, had 
been thought to be immune 
from the shake-out at Submi- 
cron and the joint ventures 
with Texas Instruments. 

"Alphatec Electronics badly 
needs help,” said Mr Leslie 
Merszei, chief financial officer 
of the Alphatec Group. “This is 
the flagship company of the 
group and has the most expo- 
sure to the international finan- 
cial community. The potential 
repercussions of a collapse at 
Alphatec are unthinkable.” 

This year, Somprasong 
Land, the property developer, 
became the first Thai company 
to default on a eurobond. Inter- 
nationa] banks have reduced 
or cancelled credit lines to 
Thai companies, while the 
eurobond market has become 
prohibitively expensive. Thai 
companies are the second most 
active issuers on the eurobond 
market in Asia, after Korea. 

A government spokesman 
said the cabinet committee 
“would have to move real fast 
because this sector is a very 
big exporter". 


Banco Santander agrees 
$594m Argentine purchase 


By Davfd White fn Madrid 

Spain's Banco Santander has 
agreed to pay $594m for a con- 
trolling stake in Argentina’s 
Banco RSo de la Plata, giving it 
a leading position among the 
country’s private sector banks. 

The move, the biggest single 
investment by a Spanish bank 
In Latin America, marks a 
decisive turn in Banco San- 
tander’s race with Banco Bil- 
bao Vizcaya for dominance in 
the region's banking sector. 

It follows BBV’s bid this 
month for leadership in Argen- 
tina through the acquisition 
by its affiliate. Banco Frances, 
of a majority stake in Banco de 
Cr&dito Argentina 
Banco Santander said it 
planned to merge Banco Rio de 
la Plata with its existing 
Argentine operations to form a 
bank larger than BBV’s, with 
assets of more than $10bn. 


Banco Santander controls 
nin e co mm ercial h anks in 
Latin America and seven 
investment banks, with a total 
of 1,270 branches and 39,500 
employees. The Argentine 
move is its fifth in the region 
in seven months, following 
acquisitions in Mexico, Colom- 
bia, Venezuela and Brazfl. 

The deal continues a rapid 
build-up of Spanish banking 
interests in Argentina, where 
Banco Central Hispano is rep- 
resented through Banco Torh- 
quist, which is controlled via a 
Chilean joint venture, and 
BBV through Its 30 per cent 
stake In Banco Frances, 
bought for $375m last October, 

The agreement between 
Banco Santander and Banco 
Rio de la Plata, covering just 
over 35 per cent of the shares 
with an option on a further 15 
per cent, gives Banco San- 
tander a majority of voting 


rights. The deal was struck 
with businessman Mr Gregorio 
P6rez Com pane, who will 
receive a 6 per cent stake in 
Santander’s operations in 
Chile, its mfljw Latin American 
stronghold. 

The acquisition, which is 
awaiting approval by regula- 
tors, raises the book value of 
Banco Santander’s invest- 
ments in the region to $3.i4bn. 
Tbe Spanish group said it 
expected the acquisition to 
bring an initial dilution of 
earnings, but added that this 
should be overcome in the 
course of the second year. 

It said the Argentine bank 
bad a 3 per cent ratio of non- 
performing loans, and that 
these were 105 per cent cov- 
ered by provisions. In the year 
to last June, it showed a net 
profit of $90.3m, and boosted 
this to Si0&5m in the first nine 
months of this year. 


The amowcamtrt appears as a maw* of record only. Al hurt been 


3SMHk 

Per Baufinanzierer 

Bank • Bimparkuic . Versicberung 


BHW Holding AG 

Initial Public Offering and global placement of 
54,000,000 Ordinary shares 
at DM 26 per share 


May 1997 


Irish dairy groups back merger 


By John Murray Brown 
in Dublin 

The boards of the Avonmore 
and Waterford dairy compa- 
nies have agreed to merge, 
creating the largest milk com- 
pany in Ireland and the UK, 
and the third-largest in the 
European Union. 

Avonmore’s first approach 
was rejected in April, with 
Waterford officials accusing it 
of “predatory and opportunis- 
tic tactics”, coming in the 
wake of a profits warning 
which triggered a 20 per cent 
drop in the share price. 

The ann ouncement yester- 
day at a joint press conference 
followed approval from the 
boards of Waterford Foods pk 


and the 5,000-strong Water- 
ford farmers co-operative, 
which owns 67 per cent of the 
public company. 

The deal still has to be 
approved by 75 per cent of 
the Waterford co-op at two 
extraordinary general meet- 
ings. 

It would mark a significant 
consolidation in the Irish 
dairy market, where 40 pro- 
cessors are chasing a milk 
pool of lbn gallons a year. 

The offer is based on 29 
Avonmore shares for every 50 
Waterford. 

At Avonmore’s closing price 
of I£2.51 yesterday, the offer 
values Waterford's ordinary 
share capital at 12272m. The 
offer would be equivalent to 


1X1.45 for every Waterford 
share, which is a premium of 
16 per cent over the closing 
price yesterday of I£1 .25. 

With the redemption of 
Waterford’s preference share- 
holders, the total offer is 
worth I£343m- 

In addition, to woo Water- 
ford farmer shareholders, 
Avonmore would pay about 
IElUn in milk price bonuses 
over the next three years. 

Mr John Dowley, Water- 
ford's chairman, said tbe 
merger served the interests of 
farmer shareholders and their 
families and was “the basis of 
a partnership ... which has 
the ' capacity to grow into a 
significant international food 
company”. 
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Metro scrip issue to double capital 


By Patsr Norman In Cologne 

Metro, the German cash-and-carry 
retailer, yesterday said it would 
reach into its reserves to fund a 
scrip share issue that would more 
than double its capital. The 
announcement came as it forecast 
a big increase in pre-tax. profits for 
1997. 

The company, which was formed 
last year through the merger of the 
cash-and-carry, department store 
and supermarket interests of the 
Metro, Kaufhof and Asko groups, 
said 1996 pre-tax profits from nor- 
mal operations were DM1.06bn 
($627m), within the DMlbnDMLlhn 
range forecast in October. 


Net profit in the group’s first 
year of operations was also as fore- 
cast, at DM717 hl After adjusting 
for acquisitions and disposal, turn- 
over rose 1.8 per cent to DM62bn. 

Mr Klaus Wiegandt, chief execu- 
tive, said the group planned to 
increase its capital from DMS0L2m 
to DML2bn through the issue of 
seven new DM5 nominal shares for 
every five held. The capital 
increase would be financed from 
reserves, with the new shares qual- 
ifying for a full 1997 dividend. 

The move is aimed at iwitang the 
shar ps mare liquid and expanding 
capital to reflect more closely the 
size of the merged company. 

The company yesterday said 


shareholders could hope for a divi- 
dend of at least DM2 per DM5 nom- 
inal share for 1997. It proposal a 
dividend af DM2 plus a DM2 bonus 
for last year an ordinary capital 
with a nominal value of DM453 -3m. 
Non-voting preference shares, 
which account for DM47.9m of the 
group's capital, qualify for a 
DM125 dividend plus a DM2 bonus. 

Metro shares advanced strongly 
on yesterday’s news, closing at 
DM184.40. up DM36.90. Ms Jadwiga 
Bobrowska, a retail analyst with 
WestLB Research in Dfisseldorf, 
said the gains reflected the group's 
ability to meet its targets and the 
promise of further restruc turin g. 

Mr Wiegandt said the group 


reduced its net indebtedness from 
mn .ga hn on January 1 1996 to 
DM77Cta at the end of last year. In 
the current business year, he fore- 
cast synergy gains of DMl31m from 
last year's merger. However, these 
would be offset by start-up costs of 
DMlOOm associated with the 
group's international expansion. 

Metro win Invest increasingly In 
fast-growing markets abroad, 
reflecting its belief that consumer 
demand in Germany and other 
western European markets will 
stagnate for 10 to 15 years. 

Mr Wiegandt said Metro was set- 
ting “three new country priorities; 
Poland, Turkey and China". Of 
Investments totalling DML8bn this 


year, DM673m will be made abroad, 
iTiriwting DMSOOm in the former 
communist countries of eastern 
Europe and DMBten in China. 

Mr Wiegandt said the sale this 
month of M5bd Unger, a loss mak- 
ing furniture retailer, and the pur- 
chase of the Peacock computer sup- 
plier marirgfi the aid of strategic 
flprjnfgftinns and disposals for the 
foreseeable future. . 

However, he expressed an inter- 
est in acquiring Goman retailer 
AVA if Edeka. anothff retail group 
and AVA’s main shareholder, 
wanted to seZL 

Metro said first-quarter turnover 
rose 2.4 per cent, from DMbL53bn 
to an unadjusted DMl4J39tm. 


Top ma.rque for 
Jurgen Schrempp 

The Daimler-Benz chief will tell the AGM of 
almost unprecedented progress in motor 
vehicles and can promise even more to come 

M r JUrgen car in 1886. Such Innovation and, at DM30360, costs litt 

Schrempp, chair- is key to its ambitions to more than a Volkswagc 
man of Daimler- raise sales from 600.000 to Golf. 


M r JGrgen 

Schrempp, chair- 
man of Daimler- 
Benz, is on a rolL Last week, 
he extolled the group’s 
achievements to 5,000 guests 
as he opened its new US car 
plant. The numbers at 
today's «nrmat meeting may 
be lower, but the message 
will be the same. 

The phaft man will report a 
year of almost unprece- 
dented progress in motor 
vehicles - the group’s main 
business — and thp promise 
of more to come. 

Sales of passenger cars - 
the main activity of the Mer- 
cedes-Benz vehicle subsid- 
iary - rose 7 per cent to 
219,000 in the first four 
months of 1997. Buoyed by a 
richer mix of more expensive 
products, turnover climbed 
12.6 per cent to DM16Abn 
($9.8bn). 

Already, the signs are 1997 
could be a bumper year, 
building on group net pr ofi ts 
of DM2.76bn and sales of 
DM1063bn in 1996. 

Growth has come through 
new cars and new markets. 
In recent months. Mercedes- 
Benz has probably intro- 
duced more vehicles than at 
any time since Gottlieb 
Daimler and Karl Benz sepa- 
rately invented the motor 


car in 1886. Such innovation 
is key to its ambitions to 
raise sales from 600.000 to 
lm by 2000, says Mr 
Schrempp. 

The SLK convertible, 
introduced in mid-1996, has 
become an instant classic. 
Customers have to wait 
almost two years for it, 
prompting fat premiums for 
the lucky ones who were 
first in the queue. 

Early sales of the ct,k, a 
bigger coupe, also look 
promising. The curvaceous 
car marks a clear improve- 
ment on the dowdy mid- 
sized models Mercedes-Benz 
made in the recent past and 
should challenge BMW in 
the premium coupe sector. 

Last week came the third 
newcomer - the M Class 
sports utility vehicle - 
which takes the group into 
one of the fastest growing 
sectors of the market 

US sales will start this 
autumn, but European buy- 
ers will have to wait until 
early 1998 to get behind the 
wheeL 

Product renewal will 
gather pace in October, 
when Mercedes-Benz will 
make its biggest leap into 
the dark with the A Class 
compact car. The vehicle is 
smaller than a Ford Fiesta 


and, at DM30360, costs little 
more than a Volkswagen 
Golf. 

Mr Schrempp also predicts 
growth from new markets. 
US sales, up sharply due to 
its more attractive models 
and keener pricing, should 
rise further this year 
because of the M Class. 

The group is also expand- 
ing in South America, where 
a new 8400m plant with 
capacity for 70,000 A Class 
cars a year should be ready 
by December 1996. It is also 
examining the possibility of 
selling the car in Asia, 
where it may build some 
m odels, says Mr Schrempp. 

E ven trucks and buses 
are looking up in both 
the US and Europe. 
Freightliner, the US heavy 
trucks subsidiary, ha« con- 
solidated its nrarfcpfr leader- 
ship with its planned acqui- 
sition of Ford's heavy truck 
side. Earnings in the first 
quarter of this year are 
ahead of the entire second 
half of 1996, 8a ys Mr Jim 
Hebe, chief executive. 

In Europe, where the 
trucks and buses business 
h«s traditionally lost money, 
the Actros heavy truck, 
unveiled last September, is 
helping restore its command- 



Jflrgen Schrempp: innovation in design is key to raising sales from 600,000 to lm by 2000 


ing market share and bat- 
tered profits, says Mr 
Schrempp. A new medium/ 
K phi ww i ght truck range due 
before the end of the year 
will complete the product 
renewal programme. 

Buses are also doing bet- 
ter. Mr Schrempp admits; 
“We have beeu making 
losses in buses in Europe for 
20 years." But 1997 should 
bring “a stable breakeven". 

There are still some clouds 


on even Mr Schrempp’s hori- 
zon. The much-vaunted plan 
to build multi-purpose 
"people carriers” in China 
hag run aground on con- 
stantly chang in g Chinese 
negotiating tactics. 

Then there is thp Smart. 
The court Is still out on the 
small two-6eater developed 
with SMH, the Swiss 
watches group. With a base 
price of DM16,000, the Smart 
hopes to create a niche in 


private transport. Mr 
Schrempp is cautious in pre- 
dicting its success. But even 
were the DML5bn venture to 
flop, Mercedes-Benz nan take 
it on the chin, he suggests. 

With the A niaas almos t 
ready, tire Smart is the tap 
priority for Mercedes-Benz 
managpmpnt “We’re all con- 
centrating an it - in the best 
sense of the word”, he says. 

Haig Simonian 
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Disposals help 
to lift Thyssen 


By Ralph Atkins 
in Bonn 

Thyssen. the German 
industrial group which was 
the target of an aborted 
hostile takeover bid this 
year, yesterday reported 
pre-t ax profits of DM63 lm 
($373m) in the six months to 
March, against DM349m in 
the same period a year 
before. 

The rise was largely 
because of the one-off effects 
of disposals, including a 
majority stake in RKW, a 
building products company. 
But after discounting non- 
recurring factors, Thyssen 
reported -a 22 per cent 
improvement, with all its 
business groups making 
profits. 

The figures were better 
tha n expected and analysts 
are looking for further bene- 
fits to feed through In the 
second half from a deal to 
set up a joint fiat steel busi- 
ness with Krupp, a rival 
steel and engineering group. 
Thyssen ’s shares closed up 
DM530 at DM399. 

The flat steel merger fol- 
lows Krupp’s hostile bid for 
Thyssen in March, which 
was dropped after political 
intervention. 

Mr Terence Sinclair, ana- 


lyst at Salomon Brothers, 
described the underlying 
profits performance in the 
first half as “very respect- 
able", given that steel prices 
had been falling during the 
period. 

Thyssen said trading con- 
ditions had "brightened” 
although the economic 
upswing in Germany 
remained sluggish. 

Sales in the first half of 
DMX7.Sbn were 3 per cent 
lower than a year before, but 
after adjusting for disposals 
and operations earmarked 
for sale, they were up 2 per 
cent. 

The Dfisseldorf-based 
group said it hoped for a 
"perceptible" revival in busi- 
ness in the second half It- 
expected the steel business 
to end the year with a “dear 
profit” and overall net 
income to exreed the 1995-96 
level. 

Thyssen is concentrating 
on “high-growth businesses” 
- including escalators and 
elevators and automotive 
parts as well as flat steeL 

After scaling back its tele- 
communications ambitions, 
Thyssen is expected to sell 
its 30.1 per cent stake in 
E-Plus, the digital mobile 
telephone network, but has 
yet to strike a deal 


plans offering r 

Switzerland, is to seek outside capital with m initial 
public offering next year. Mr Klaus Jacobs, . Swiss . - 

Sander who chaira the company, sard 
Sestadw synergies fhaalast yeartacquisihon byhis 

ZmSbased CaBebaut of Barry, the Frmch coGpagroxqj,. 

SqnfaWons. Mr Jacobs said plans 

delayed by monopoly issues arising from the merger .test 

July. The company yesterday announced i t. « 

ludrtrir a Rpigian producer, to. comply with conditions set 

down by the national competition aerifies. : 

The merged company, unveiling itself forthe flnft tnne_ . 
yestenlay, said it was con®etlng head-on with JargB , 


and Archer Daniels Midland in the US.it fe/the warida 
biggest cocoa bean grinder, with ADM,-Cargfl l and NeSQe . 

close behind. Barry Callebaut is the second biggest .- 

supplier of chocolate and coatixss, with an 8 per ■ 

market share against Nestlfi’s 11 per cent. . 

.' The combined company made an operating profit off _ 
SFr8L8m on sales of SFrL05bn in the first half to the.eaA . 
of February. Alison Maitland, London 

Polish group set to win hank 

A group of Polish financial institutions led by the Polish 
Development Bank (PER) has emerged as hrartrunner m 
the contest for the state-owned Powszechny Bank 
Kredytowy. It takes the place of Citibank; of the tJS,- 
which had expressed iriterest.in the Warsaw4asedr 
commer cial bank but later withdrew. . .iL 
The treasury, which is expected to make a. decision In ■ 
tiie next three weeks, is likely to reject the raft? other hid,' 
from Samsung finance. With parliamentary elections doe- 
later this year, the government wants to .avoid criticism, 
that too much of Poland's financial sector is befog sold to 
foreigners. It is thought that Citibank decUned taznake 
an offer for PBK - despite having conducted due diligence 
- because it sensed growing sensitivity about foreign 
bidders for state assets. • \ 

The local group is made up of Bank Przemyslowp' ‘ 
HancHowy, a commercial bank based in Krakow; Warta, . 
the insurer; Kredyt Bank, an acquisitive private bank; 
and PER, an investment bank. The group is bidding for a 
51 per stake in the PBK, with the European Bank for 
Reconstruction and Development ready to buy the 
remaining 14 per cent for sale. A further 15 percent of 
PBK will be offered in a public share offering in the - . 
aut umn . Christopher Bdbmski, Warsaw 

Deutsche Telekom forms link 

Deutsche Telekom, Europe’s largest telecoms- group, last 
night annfmnrpri ft had struck its first ^“interconnection" 
agreexhent with a rival telecoms operator. The ddal with 
WorldCom Telecommunications Services win allow the 
hnirfng of telecoms networks - an important precondition 
if markets are to be open to competition. 

Germany’s telecoms market win he folly liberalised 
from next January, but Deutsche Telekom has been 
criticised by other would-be rivals for exploiting unfairly 
its dominant market position. Mr Herbert May^ Deutsche 
Telekom board member, described the Woridcom deal as 
an “important signal" for nefotiations with -other . 
competitors. Interconnection allows rivals to use ... - 
De utsche Telekom networks for the “last mile" itnk into 
customers’ homes or businesses. . - Ralph Atkins, Barm 

Koor income hit by slow sales 

Hoar Industries, Israel’s biggest industrial . holding 
co mpany , yesterday blamed lower sales in domestic • 
telecommunications for a 4 per cent foil in first-quarter . 
net Income to Shk205m ($60.34m). Revalues fell 3 per cent 
to Shk339bn over the period. Earnings per share declined 
from Shkl4.008 last year to ShklS.5. 

Mr Benj amin Gaon, chid executive, blamed a number 
of fectors. including a “significant slowdown” in the 
Israeli economy. Analysts said sales and profits woe 
mainly dragged down by ah expected decline in domestic 
sales by Tadiran and Telrad, Root's telecoms subsidiaries, 
to Bezeq, the state-owned telecommunications company. ; 
These ^sales fell nearly 56 per cent, from Shk514m in the 
first ttyree months last year to Shk227m this year. A 17 i- 
per cent increase in exports from MflbhtPwhTm- A gaq 
Root’s agroc hemical s group, helped boost total exports 20- 
per cent in the quarter, from 8320m in 1996 to $383m this 
year. ; Aw Machtis Jerusalem 

Clal Israel tumbles 65% 

Clal Israel, the country's second-largest industrial '• 
conglomerate, said yesterday net profits plunged 65 per 
cent in the first quarter of 1997, as its electronics and 
c ommu nications subsidiaries continued to report losses.- - 
Revenues in the quarter were down 10 per cent from - - 
Shkl^Sbn to Shkl31bn.(?385m). But profits nosedived 
from Shk67m in the first three months of 1996to5hk23m 
this time. Earlier this week, Clal Industries, the • .V- 
company's industrial holding arm, repented a 59 per cent! 
drop in profits for the quarter. AriMachUs 

Br« wpole plans Polish sale - 5 « 

Brewp ote, which is owned by a group cf private V . J . 

Australian investors, is looking to seQ its $200m holding 3. 
in Elbrewery and HeveHus, two Polish companies which ; 
own three breweries in northern Poland and control iff • 
per cent of the domestic market Brewpcde’&cperationis ' 
the second largest in Poland. The Australian, group is' : 
partnered by Grolsch, the Dutch brewing group which 
bought a 25 per cent stake in Brewpble in 1995. . ... r\ 

] Ctoistopher Bobinsla 


Deutsche Bank opens in Zagreb 


By Graham Bowfey 

in Zagreb 

Deutsche Bank, Germany's 
biggest, yesterday marked 
the latest push by German 
banks into central and east- 
ern Europe by opening an 
office in Croatia, 

The representative office 
in Zagreb - Deutsche Bank's 
first in the former Yugo- 
slavia - is a sign of growing 
confidence in Croatia among 
Western banks and industry. 

Mr Michael Endres. Deut- 
sche Bank board member, 
said the office would be 
upgraded to a foil subsidiary 
“within the foreseeable 
future". 

“We only open representa- 
tion when we are co nfidant 
that the country has the 
potential for growth and that 
we can move our activities 
there in foil," he said 


German banks are compet- 
ing aggressively for business 
in the former communist 
countries. Deutsche Bank 
and others, such as Com- 
merzbank, have established 
commercial banking 
operations in Poland, Hun- 
gary and the Czech Republic, 
partly to support expansion 
by their clients in German 
industry into the ’ new 
markets. 

The banks are also keen to 
develop into investment 
banking in order to take 
advantage of privatisations 
and the development of capi- 
tal markets. 

The Croatian government 
is pressing ahead with the 
privatisation of IN A, the 
country’s biggest oil and gas 
company, which it hopes 
will facing a listing on the 
London Stock Exchange. 
International banks are 


competing for the mandate 
to arrange the rale. 

Deutsche's move comes as 
Dresdner Bank and BNP, of 
France, have announced 
plans for a new joint venture 
in Croatia. Commerzbank 
has also signalled its inten- 
tion to set up operations in 
Zagreb. 

In a further eastward 
move, Deutsche Bank plgns ! 
early next year to expand its i 
operations in Russia with a 
new office in Moscow 
employing 100 staff. Mr 
Endres said the bank was. 
also looking at establishing . 
offices in Romania and 
Bulgaria. 

Welcoming the move, 
Mr Bonslav Skegro, Cro- 
atian deputy prime minister' 
responsible for the economy, 
said that increased competi- 
tion would boost the domes- 
tic banking awfatm — i 


interest rates and .encourag- 
ing a more orderly develop- 
ment of the financial system; 

"Foreign > banks bring ■ Us 
general know-how and .good, 
■sound, banking practice that' 
■many of -our banks i- still 

lack," he said. 


as Austria, Franc*, and Raly 
already have, offices jn Croa- 
tia, hut Deutsche, atartfwith' 
Dresdner, are thejfrst cf the 
big German banish} ■ open 
offices' there t ' AJong: with,. 
Italy, Germany. is :; <Spatia's" 


tic abbtrt-Grojdte.becanse hf- 
the potentiaT;^^ tourist 
industry, to 

some est±mates^g»aerated 
about :f2ini ia- revenues last 

year.; 

Croatia surveyr 

■ ■■'-seDaratesection 


Mu 
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COMPANIES AND FINANCE: THE AMERICAS 


AMERICAS -NEWS DIGEST 

Bank of Montreal 


rises 


m 


Bank of Montreal opened the second-quarter • mpn r H np 
season far C a nadia n banks yesterday by reporting a 12 
I per cent rise- in net earnings. The improvement was "■ ' 

I spurred by the accelerating domestic economy and gains 
I from sales of Third World bonds. BMO*s minority stake in 
I Mexico’s Bancomer group, acquired last year, contributed 
1 5 per cent of earnings. 

Net income grew to C$314m (USS228m), or c$lu a 
share, in the three months to April 30, from C$281m, or 98 
cents, a year earlier. Return an equity was little changed 
at 17.4 per cent, hut return on assets dipped from 0.74 per 
cent to 0.68 per cent 

Assets soared 29-per cent to' C$200. 4bn an April 30, with 
strong growth in mortgageand small business loans. 
Harris Bank,' BMO’s Chicago-based subsidiary, also 
reported a sizeable advance in personal and commercial 
lending. Loan loss provisions charged to income wens ■ 
unchanged at C$69m. But net impaired loans, c o m p ris in g 
| non-performing loans minus the loss provision, fell by 
CS7i7m to zero. •* 

Ca n ada’s, strong business recovery •accom panie d fry low 
Interest rates have made domestic bank shares a ‘ 
favourite among investors over the past 18 months. Their 
! advance has far exceeded most analysts’ projections. 

BMO shares were down 75 cents at C$5430 at midday in 
Taranto yesterday, in line with other bank stocks. 77w 

| shares were trading at C$31 at the start of 1996. 

<■ Bernard Simon, Toronto 

Scotiabank helped by sell-offs 

Gains from the sale of non-core businesses and strong 
retail brokerage and mutual fund fees helped hft tfawir of 
Nova Scotia’s second-quarter warning s by 14 per cent, in 
spite of a sharp rise in loan-loss provisions. 

Net earnings rose.to C*300m (US$208m), or C$1.16 a 
share, in the three months to April 30, from C$262m, or 
C$1.01, a year earlier. The latest figures include C$ll8m in 
pre-tax gains from the sale of the bank's pension and 
institutional custody businesses, the majority of its dealer 
financial! services portfolio, and a stake in an investment 
wMWflg*»Twwi t company 

Return on equity rose from 16.1 per cent to 16.7 per 
cent, and return on assets edged up from 0.68 per cent to 
0.70 per cent 

Loan loss provisions charged to income almost trebled 
from C$95m to C$264m. The increase reflects a C$1 75m 
rise in general reserves to C^OOm which the bank said 
was in line with its approach “of maintaining a prudent 
level of provisions’’. 

Assets of Canada's fcwrtb-Mggest and most 
geographically diverse bank stood at C$176.1hn on April 
30, up from CS15&3bn a year earlier. 

Scotiabank has bought stakes in several finanttiai 
institutions in emerging markets including , most 
recently, a 25 per emit interest in Peru’s Banco - 
Sudamericano 

Mr Peter Godsoe. chairman, said the' bank planned' to 
continue broadening its international reach “by exploring 
additional joint venture opportunities in the growing 
markets of Asia and Latin America". Bernard Simon 

One-off gains lift Hollinger 

Hollinger, the international publishing group, trebled 
first-quarter operating profits, helped by stronger 
advertising, lower newsprint prices and an Increased - 
stake In Canada's Southam newspaper chain • 

Net earnings climbed to -C$i57.4m (USiU4m>, or C$2.7!} 
a sham in the three months to March 31, from Cjaaoi, qr 
5 cents a share; ayear earlier. The Kest figures tncltidej 
C$1 4a 7m.- or C*k54 qshare; in one-time gains, stemming 
mostly -from t)m side of Canadian papera to Bollinger - f 
International, Homager's US-based Investment holding ; 
company, and a gain from the sale of a 24 per cent stpkej 
in Australia’s John Fdirfex group. Unusual gains totalled 
C$13.7m, or ffi cents a share, in 1996. 

Results of 50.5 pear cent-owned Southam, previously 
equity accounted.’ have been consolidated in the "first - 
quarter of 1997. Holltoger recently made a C$923m cash j 
and shares offer to buy out Southam minorities. Mr . ■ 
Conrad Black. e&ainnaxu'tdld the annual meeting 1 
yesterday that HOUinger%dght be willing to raise the 
cash component of the bid, but not the overall amount, j 
Operating profits climbed from C$32.lm to C$97J5m, .. 
with Canada accounting far the bulk of the increase. 
Hollinger, controlled by Mr Black, also owns the UK’s 
Telegraph group, the Chicago Sun-Times, the Jerusalem* 

I Post and a chain of several hundred small US papers. . 5 

■ Bernard Strum 

Coca-Cola bottling move 

Coca-Cola Enterprises plans to buy Coke Canada and 
Coke New York far a total of about US$L66bn, and may 
(‘issue debt to fund the transaction. 

I Coca-Cola’s part-owned bottling amuwffl acquire the - 
I soft drinks group’s 48 per cent interest to Coca-Cola 
1 Beverages (Coke Canada) and its 49 per cent interest in i. 
Coca-Cola Battling of New York (Coke New York). 

Coca-Cola Enterprises will pay Coca-Cola c$333-km, or 
C$17 a share (about US$12.25 a share based on current'; : 
exchange rates) for its 19.6m Cake Canada shares: It then 
plans to bid for the rest of Coke Canada, whida is 
publicly-held, at C$19.50 a Share.' 

The group also plans to buy the 47 per cent of Coke 
New York currently held by private investors. It already 
1 holds 4 per cent 

The transaction will be dilutive to earnings by 5 cents 'a 

share for the part of 1997 that ft manages the operatidns. 

aavumin g the deal is financed by debt. It woflld also affect 
1998 results by slightly more than 5 cents a share. 

Coca-Cola Enterprises reported net Income of 10 cents a 

share and 2 cents a share in the third and fourth quarters 
of 1996, respectively, after giving effect to a 3-fbr-l stock - 
split dedared on May L ■ . 

For the year ended December si 2996, Coca-Cola 
Enterprises earned $114m. or 27 cents a post-split share 

before a gain, on revenues of $7^2bn. 

A First Call survey of 17 analysts sees Coca-Cola 
Enterprises earning 18 cents a share in the 1997 third ~ 
quarter and losing 2 cents a share in the fourth quarter. 

The analysts forecast net income of 33 cents a share for 
the year. A First Calbsnrvey of l&analysts sees the 

company earning 47 cents a share in 1998. .. 

‘ AP-Dvu? Jongs, Atlanta 

Bank Boston in $24.4m buy 

BankBoston is to buy Pacific National, indudtog its 
Pacific National Bank unit for $244zn in Stock. ' 

Pacific National Bank had *90m in depostmand a $90m 

loan portfolio, as of April 30, primarily comprised of 
residential real estate and commercial and construct ion 
real estate loans, Tlae transaction is expected to close m 
October. BankBoston isa hank bolding company with 
$64Sbn in assets as (rf March 3L AP-Dow Jones, Boston 

PCA plans $150m ADS offer 


Pepsi throws in the towel in S Africa 


T he dramatic collapse 
of PepsiCo's South 
African operation - 
which suspended trading 
this week and is due to be 
liquidated on July 23 - is a 
painful defeat for the US soft 
drinks retailer in a market 
dominated' by ite rival, Coca- 

Cola, • ... 


former top executive at 
Coca-Cola, New Age Bever- 
ages has been squarely 
defeated by its bigger 
rival: 

It is also a victim of 
Pepsi's recent change in 
strategy, the group has 
given up the vain attempt to 
defeat its bigger and more 


It is also an ignominious" powerful rival in areas 
end for a project launched where Coca-Cola is already 


three years ago on a sea of 
-publicity. Among the hun- 
dreds nf frytKy r mtignni com- 
panies that have resumed 
trade with South Africa 
since of -apartheid, 

none returned with, such fen- 
fire as PepriG&’V 

Launched in Johannes- 
burg' in June 1994, New Age 
Beverages, Pepsi’s, local' dis- 
tributor, : celebrated ~ the 
brands return with a pro- 
motional to Ur' by Whitney 
Houston, Its most famous 
Shareholder, ft waa almost 
endorsed , by President Nel- 
son, Mandfite during his first 
state visit to the/fr£ in Sep- 
tember that year. . 

Mr. Mandela .told whirring 
television cameras in Waste 
ingtou that he was delighted 
FepsT had returned to South 
Africa - although he let it be 
known that he also drinks 
Coke. 

In fixture the president will 
not have a choice. The brain- 
child of Mr Ian Wilson, an 
expatriate South African and 


strong, and is concentrating 
instead Oh growth markets 
such as India and Asia. 

From the outset, NAB set 
its sights on .the black con- 
sumer market, which bias a 
proven affinity for US 
brands. Mr Khehla 
Mthembu, a fanner political 
activist, was appointed 
chairman, and the invest- 
ment anus of trade unions 
representing mining and tex- 
tile workers became minor- 
ity shareholders. 

Next to PepsiCo, with 25 
per omit, its principal own- 
ers were black American 
celebrities, including Ms 
Houston and Shaquille 
O'Neal, the basketball 
player. 

The company selected a 
new advertising jingle, “the 
choice of a new generation", 
which sought to align Pepsi 
with the democratic trans- 
formation in South Africa 
following the all-race elec- 
tion in April 1994. 

It was an ambitious strat- 



Whftney Houston: one of NAB's best-known investors 


egy, which enjoyed some 
success. An unlisted com- 
pany and secretive about its 
performance, NAB is reck- 
oned by analysts to have 
won about 20 per cent of its 
target market in Soweto, the 
vast township outside Johan- 
nesburg. 

After its first year’s trad- 
ing, Mr Mthembu claimed 


Pepsi had already achieved 
its four-year targets, and 
shareholders readily backed 
a plan to build a second bot- 
tling plant in a new regional 
market of KwaZulu Natal. 

In retrospect, that expan- 
sion may have been a bid for 
survival. Coca-Cola com- 
mands an established chain 
of retailers across Africa, 


whose fridges are closed to 
rival products. To compete, 
Pepsi was forced to supply 
new display fridges to shops 
that in many instances could 
■ ill-afford the extra floor- 
space. The alternative was to 
pioneer new markets and 
distribution networks, par- 
ticularly in rural areas such 
as KwaZulu Natal. 

A lthough NAB was 
seeking a national 
presence, analysts 
now doubt whether suffi- 
cient capital was available to 
build one. NAB invested 

about R700m ($156 -5m) to 

bring Pepsi back to South 
Africa, well below the esti- 
mated Ribn-R2bn minimum 
cost of a national distribu- 
tion network. 

In contrast with Coca- 
Cola, which with Its local 
partners plans to invest 
Rlbn to double the size of 
the Southern African bever- 
ages market within seven 
years, PepsiCo last year 
reported losses of $846m 
from international bever- 


NAB was finally toppled 
when its 'largest creditor. 
Standard Corporate and Mer- 
chant Bank, called in debts 
of R2S0m. “We have been in 
contact with them every day 
for the past 12 months," said 
Mr Miles Ruck, deputy man- 
aging director of Standard 


Corporate and Merchant 
Bank in Johannesburg, who 
consulted PepsiCo In London 
and New York before calling 
time. Standard Bank shares 
fell 6 per cent in Johannes- 
burg on news of NAB’s col- 
lapse. 

Pepsi ruled out the pros- 
pect of further capital for 
NAB, and blamed its col- 
lapse on Coca-Cola- “It was 
David versus Goliath, a 
noble experiment, and we 
hoped the market would sup- 
port it But in the end sales 
did not justify the cost of the 
venture" he said. 

The lesson for Pepsi is par- 
ticularly painful. Although 
NAB sought to portray itself 
as a newcomer to South 
Africa, it was in fad Pepsi’s 
fourth foray into the country 
since 1948 when - coinciden- 
tally - the National Party 
government began its 46- 
year term in office. All have 
failed. 

In that time, Coca-Cola has 
tightened its grip on the 
market The writing was on 
the wall three years ago, 
when Whitney Houston 
opened her tour with a pop 
concert at a stadium 
adorned with billboards 
advertising Coca-Cola. 
Pepsi's bigger rival turned 
down a request to remove 
them, even for one night. 

Mark Ashurst 


n supamarxetcnain wanpanu** 
ricao {PCA ) plans to raise up to $l50m by offering 
oericaa Depository Shares, and theissue * 
i to be priced ate on Wednesday. The unofficial 

. . »TW ltnf craiirM Mid it would 



ofBrasileira 



aJ amount, some 3m snares ™ ^ £ 

the US, 1.75m will be placed inte rnational ly, 

■ 1 75m in BrariL The company's Preferred 
trading up 0-01 at R2L81 on the Sdo Paulo 

Ap-Doto Jones, New York 
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Morgan 
means more 


to raising equity 


More support for your stock offerings 



How did J.P. Morgan get to be the fastest-growing equity 
house on Wall Street? By providing our clients with more. 

More objective advice that considers your interests first. 
More active, tailored marketing of stock issues. More 
in-depth, standard-setting research. More of the right 
investors - all over the world. More aftermarket trading 
and research support. More hedging strategies for issuers 
as well as investors. And more attentive involvement all 
along the way. 

No wonder so many issuers - from corporate giants to 
high-growth start-ups - ask us to return to manage their 
next offerings. That's what happens when you consistently 
deliver more. 

www.jpmorgan.com 


JPMorgan 
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Cost cuts help Nissan back to black 


By Mtahiyo Nakamoto 
in Tokyo 

Nissan Motor, Japan's 
second-largest carmaker, 
moved into the black for the 
first time in five years, 
helped by the yen's weak* 
ness and wide-ranging 
rationalisation. 

The group reported pre-tax 
recurring profits of Y140.7bn 
($ 1 . 2 bn), compared with a 
loss of Y53.4bn the previous 
year. Net profits were 
Y77.7bn against a net loss of 
YB8.4bn. 

Sales for the year climbed 
10 per cent, from YB.039.lbn 
to Y6,658Jbn. 

Nissan attributed the bet- 
ter performance to a weaker 
yen and cost-cutting 
throughout the group. Cost 
reductions contributed 
YVObn to operating profits, 
while the fall In the yen 
brought an additional YSObn. 

Fierce competition and a 
lack of popular models led to 
a decline in Nissan’s vehicle 
sales in Japan; the group’s 
share of the domestic market 
slipped 1.5 percentage points 
to 20.3 per cent 

In contrast, Nissan 
enjoyed a 14 per cent 
increase in export sales, 
largely as a result of the 
yen's weakness. 

Buoyant sales in the North 
American market led to 
operating profits of Y50bn in 
the North American busi- 
ness. Losses at its European 
operations were reduced 



National Mutu 
ahead at midw* 


The production line at Nissan's Yokohama plant the group alms to lift net profit above YlOObn this year with the help of seven new models in Japan 


from Y65bn to Y40bn, helped 
by cost-cutting. 

Nissan also benefited from 
stable conditions in Mexico, 
where reduced in nation and 
a stable exchange rate 
helped it lift operating prof- 
its by Y20bn. 


The group is aiming for a 
significant increase in net 
profits this year, to more 
than YlOObn, helped by the 
improved results from both 
Europe and Mexico and by 
the launch of new models. 
These include a new Primera 


in Europe, seven new models 
in the Japanese market and 
many in the booming recre- 
ational vehicle segment 
Further restructuring 
efforts are also expected to 
help the company attain its 
goal 


• Isozu reported a decline 
in sales and profits as it was 
hit by a shift in the domestic 
market from large to medi- 
um-sized trucks and by the 
downturn in exports of small 
trucks to Asia and North 
America. 


Parent company sales 
slipped 2 per cent, from 
Yl,222.2bn to Yl,194.8bn, 
while recurring profits fell 32 
per cent, from Y38.9bn to 
Y26J3bm Net profits plunged 
77 per cent, from Y44Jftm to 
Y10.4bn. 


Mitsubishi Electric lifts chip investment 


Mitsubishi Electric, one of Japan's 
leading electronics companies, is to 
invest an additional YlObn ($86m) 
in semiconductor manufacturing 
facilities tbia year. 

The company said the invest- 
ment, aimed at inc reaging produc- 
tion of non-memory products, was 
prompted by expectations that the 
market was set to improve. 

Mitsubishi's decision to invest 
Y115bn in semiconductor facilities 
this year, contrasts with spending 
cuts by rival electronics compa- 
nies, but follows NEC’s decision to 
increase production of memory 
chips by 18 per cent this year. 

Ihe plan was revealed as the big 
electronics companies, including 
Mitsubishi, unveiled disappointing 
full-year profits as the sharp fall in 
semiconductor prices last year - 
some analysts estimate by as much 
as 70 per cent for some chips - 
wiped out the benefits of higher 
sales. 


Electronics companies forecast improvements after 
profits fall by up to 47%, writes Michiyo Nakamoto 


Group sales for Toshiba, one of 
the main notebook personal com- 
puter makers, rose 7 per cent to 
Y5,453.4bn. compared with 
Y5,12Qbn previously. 

However, pre-tax profits declined 
29 per cent from Yi77.7bn to 
Yl25J5bn, and net profits fell 28 per 
cent from Y90.4bn to Y67.1bn 
An 80 per cent increase in PC 
sales and a 16 per cent increase in 
sales of liquid crystal display pan- 
els failed to offset the decline in 
orders for heavy electrical equip- 
ment,. the continuing downward 
pressure on mainline consumer 
electronics products such as televi- 
sions, and the fall In dynamic ran- 
dom access memory prices. 

Fujitsu also saw sales rise by 20 
per cent from Y3,761.9bn to a 


record Y4J503£bn. reflecting the 37 
per cent increase in communica- 
tions systems sales. 

However, a 3 per cent decline in 
operating profits took in the 
Impact of the plunge in semi- 
conductor prices. 

Pre-tax profits rose 12 per cent 

from Y127.7bn to Y 143.1 bn, helped 
by lower charges, but net profits 
were 27 per cent down to Y46.1bn 
due in part to charges relating to 
inventory adjustments at Amdahl. 
its US subsidiary. 

Mitsubishi Electric reported a 47 
per cent drop in pre-tax profits in 
spite of a 6 per cent Increase in 
sales. The disappointing perfor- 
mance was, like Toshiba, due in 
large part to price falls in the semi- 
conductor and consumer electron- 


ics markets and a depressed mar- 
ket for heavy electrical machinery. 

Group sales were Y3.72S.lbn, 
compared with Y3,5ll.3bn last 
time, and pre-tax profits were 
down from Y128.4bn to Y67.9bn. 
Net profits slumped 86 per cent 
from Y59J?bn to Y&5hn. 

Ah the companies are forecasting 
better results in the current year 
on the basis that the environment 
for semiconductor prices will 
improve. 

Toshiba is forecasting a 10 per 
cent rise in sales to YG.OOObn and 
12 per cent in pre-tax profits to 
Y140bn. Net profits are expected to 
rise 12 per cent to Y75bn. 

Meanwhile, Fujitsu expects that 
con tinuing strong demand for com- 
munications systems and informa- 


tion equipment will support a 19 
per cent rise in group sales to 
Y5,350bn and a near doubling of 
net profits to Y90bn. 

Mitsubishi forecasts a 5 per cent 
rise in sales to Y3900bn, a 25 per 
cent increase in pre-tax profits to 
Y85bn, with net profits rising to 
Y20bn. 

• Oki -Electric, a leading maker of 
communication equipment, 
-reported an 84 per cent drop in 
group recurring profits from 
Y50.3bn to Y72bn. and an 87 per 
cent plunge in net profits from 
Y24.7bn to Y3.2bn. 

Sales slipped to Y732^bn, com- 
pared with Y748.3bn last time, 
largely as a result of the sharp 
decline in semiconductor memory 
chip prices. 

The company said' it did not 
expect much of an improvement in 
the current year, forecasting recur- 
ring profit rising to Yllhn. but net 
profits falling to Ylbn. 


Trading in Finance One shares to restart 


By Ted Bardacke 
bi Bangkok 

Trading in the shares of 
Finance One, Thailand’s 
largest finance company, 
will resume on Friday after 
a three-month suspension, 
stock exchange officials said 
yesterday. 

The shares, which were 
last traded at Bt2S-75, are 
expected to fall dramatically 


after the company failed to 
reach an agreement on a 
takeover by Thai Dana 
Bank, a small commercial 
bank. 

Thailand’s central bank 
denied reports that the com- 
pany’s net worth is now neg- 
ative, hut said Finance One 
would still need to cany out 
a capital-raising exercise 
worth Bt&28bn (5324m) tn 
order to maintain solvency. 


The bank confirmed it 
would purchase most, if not 
all, of the new shares to be 
issued by Finance One 
within 30 days, prompting a 
likely change in the trou- 
bled company's manage- 
ment team. 

The company said the new 
issue might be even larger 
tha n the amount demanded 
by the central bank, as it 
needs to maintain the con- 


version ratios required by a 
$L20m eurobond that the 
company has outstanding. 

The central bank may be 
called in to purchase these 
shares as well, diluting the 
stakes of existing sharehold- 
ers even further. 

The government’s move to 
prop up the company has 
been criticised by analysts 
and the Thai media. They 
fear that the size of a 


taxpayer-backed bail-out of 
the financial sector may 
grow as more finance com- 
panies are declared Insol- 
vent and are unable or 
unwilling to merge with 
healthy companies. 

The central bank said that 
its policy of trying to engi- 
neer the consolidation of the 
sector through mergers and 
acquisitions remained intact 
in spite of the failure of the 


deal between Thai Danu and 
Finance One. 

Last Friday, Thai Danu 
said that It could not com- 
plete the merger - described 
by Thai financial authorities 
as the model for cleaning up 
the country’s ailing finan- 
cial sector - because of 
problems in determining the 
value of Finance One’s 
assets and legal and tax 
implications. 


National Mutual, Australia's second-largest 
company and controlled by the French Axa-UAF group, 
yesterday posted an after-tax profit ofA$l 75.5m . 

(U5Sl34.6m) for the six. months to end-March, up 
restated A$l3L5m in 'the first half of 1995-96. The company 

- which “demutualised" two years ago arid listed fast 

October - said strong investment markets had had a _ 
aignifinant impact" on the results, with total investafant 
aprnftig H from its various divisions oontrihoting A5lo7.au 

to the final result • 'j ■ 

The National Mutual Life arm, the core Australian and 
New Zealand-based financial services group, made an 
after-tax profit of A$mam, up.from A*105m ayear .... 
earlier, with investment income tacreasmg from AJ57m . 
to A$68m. 

The group said retail sales increased 45 per centwhile 
withdrawals were “maintained at. similar levels". Overall 
expenses were down 7 per cent, although . . . . 

lower-than-expected risk product sales memt that cost- I 
reductions for these products were-ni^actueved. ... 

The 51 per cent-owned National Mutual Asia business 
released results last wegfc, and «ntrilmtodA58^n, 

compared with. A$49m last year, with investment income 

rising from Ajiem to Ajas.im. 

On the fund management side, there was an after-tax ., 
profit of A$4Jm, with f unds under management rising-S.! 
per cent to A$25.3m. However, the National Mutual ; 
Health Insurance aim tumbled to a A$9.6m loss, despite i 
investment pamtng s of A$2.9m. compared With last time's 
Afllm profit. The parent company said that the loss waa 
largely due to aA$9.2m write-down of property and 
hospital investments. Nikki Tati^ Sydney 

Optus float ‘as soon as possible’ 

Mr 23ggy SwitkowskL chief executive at Optus- ; I . < 
Communications, -the Australian telecoms group! baid 
yesterday that the timetable for the company's - 
much-delayed stock market flotation was likely to be 
discussed at a board meeting next month. ' ' j • : -‘ 

He added that shareholders in the group - which 
include Australian institutional and corporate Investors, 
as well as the UK's Cable and Wireless and BellSouth, of . 
the US - were committed to a float "as soon as possible" . 
but declined to be more spedfic on when this might be- 
Optus has previously said that it hopes to float in.tbe \ 
current calender year. 

Mr Switkowski added that the consolidation of Optus 
Vision, the loss-making cable venture, was continuing > 
and that about 12 per cent of the Optus Vision workforce 
had been shed since April. Losses at the cable and pay-TV 
unit were running at a similar rate to the first half-year, .. 
when Optus Vision lost about A$160m. 

Nikki Tcdt and agencies 

Napocor income surges 

National Power Corporation (Napocor), the Philippine 
utility which is awaiting privatisation, yesterday said net 
income had risen from L73bn pesos to 2434bn pesos ($88m> 
in the first four months after improved energy sales and 
lower than expected operating cost Mr Guido Delgado, 
president, said the group had been expecting profits of 
961m pesos. Energy sales rose from 10,442 gigawatt-hours 
to 11,114 gigawatt-hours. “The consistent i m provement In 
our profitability can be attributed in part to the 
availability of dependable capacity from different types of 
plants,” he said. ■ ■. • 

Profits received a further boost-from lower than' - • 
expected operating expenses at l9.3bn pesos^ compared* 
with the projected 23bn pesos. This followed a shift hrthe 
state-owned corporation's power mix away from more 
expensive diesel to coal and steam. The move reduced 
average fuel costs per kilowatt hour from 1.1 pesos to 81 
centavos, Mr Delgado said. Justin Maraasi, Manila 

No Philippines plant for GM 

General Motors, the US cannakK - , yesterday said it had - 
no immediate plans to set up an assembly plant ih the 
Philippines, scotching earlier government reports it was 
to invest 2_2bn pesos in the country. The US group said: " 
“Following a recent review, it has been derided that GM 
will not establish a vehicle assembly operation in the 
Philippines ... at the present time." The c ountry 
re main ed a “possible location” for investments in the 
future. 

GMs announcement is an embarrassment to Manila, - 
co min g a day after the Board of Investment (BOD said GM 
wanted to set up a 2J2bn pesos complex, including a 
transmission and assembly plant The BOI last year billed, 
the Philippines as GM*s leading choice for its Asian hub, ' 
but the carmaker decided instead to locate in Thailand: ... 

Justin MdrozzL 


Drugs groups shrug off price reductions 
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By Gwen Robinson 
in Tokyo 

Japan's top eight pharma- 
ceutical companies reported 
strong earnings in the year 
to March ou brisk demand 
for prescription drugs, in 
spite of government cuts in 
standard drug prices. 

The weakening yen 
against the dollar during the 
year helped improve export 
profitability, while winter flu 
epidemics boosted demand 
For related drugs. 

Drugs groups face further 
price reductions this year 
under government efforts to 
revise the reimbursement 
system, following the 
Increase in sales tax from 3 
per cent to 5 per cent from 
April 1. 

In addition, intensifying 


Foreign competition is driv- 
ing an industry shake-out, 
which is likely to see more 
mergers and takeovers. 

Recurring profits at both 
Takeda Chemical Industries 
and Sankyo - Japan's top 
two - climbed above YlOObn 
($863m; for the First time, 
due to increased demand for 
highly profitable drugs 
developed in-house. 

Sankyo saw strong domes- 
tic sales of its new diabetes 
drug, Noscal, which is also 
expected to sell well in the 
US and Europe. 

Takeda saw surging 
domestic sales of Leuplin, a 
treatment For prostate and 
uterine cancer, and its diabe- 
tes drug Baseo, as well as 
strong overseas demand for 
its anti-ulcer agent, Take- 
pro n. Yamanouchi Pharma- 


Healthy year for top drugs groups 

Sales % Recurring • 

Y bn dig profit . dig 

r . - Ybn 

Jakarta 

Sankyo ^ 442.6 , 7.9 1122. 29j. 

Ssai 267.9 . 1.7 ' • ‘ 45.0 lit , 

Dailchl . 229.1 5.4' 44.1 A 2 " 

■Fujisawa ■ ■> 

Tanabe 1B5.8 '. ".6.1 •; • . . 155 . . 64.4 

Source: CompMoa 


ceutical, Eisai and Daiichi 
Pharmaceutical saw record 
recurring profits on strong 
domestic and export sales. 

Takeda, Sankyo, Yaman- 
ouchi and Eisai all have 
original products, some of 
which surpassed YlOObn in 
global sales during the year. 


Shionogi, Fujisawa Phar- 
maceutical and Tanabe Set- 
yaku reported steady growth 
in sales and profits on strong 
export earnings and sales of 
flu-related drugs. 

For the current year, all 
but Shionogi and Fujisawa, 
expect recurring profit to 


increase, but Warn that 
profit growth will slow due 
to further price cuts^ the 
impact of the sales tax 
increase and Increased' for- 
eign competition. 

Seme of the companies are 
Increasing capital Invest- 
ment this year, particularly 
on research and develop- 
ment faeflitiesL ' ; ; - 

Shionogi will open a R&D 
facility- In' Boston in 1 July 
with up to 50 researchers, 
and said yesterday it was' 
considering . introducing 
stock options to its ■ pay 
scheme. 

In Japan, a; ban oh stock 
options win be lifted an- June 
1 - Companies that have 
already announced plane to' 
. introduce such, schemes- 
have sera . theff . Share prices 
increase' on the hews. • 


The Financial Times plans to publish a Survey on 


Private Finance 
Initiative 


on Friday, July 4, 


For further information, 
please contact: - 
Derek van Tienen or 
Sally Beynon 


Tel: +44 1223 833 30(0^ ! , 
Fax: +44 1223 833 332 1 

or your usual Rnancial Times; 
representative ^ ^ v 


FT Surveys 





•~:r r-yn-r 
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By Greg Motor . 
enStockhobn 

AssiDom&n, the Swedish 
forestry group, yesterday, 
reached., agreement, with 
Stratton, aainvestmant com- 
pany based in the Bahamas, 
to take control of Sepaj^the 
Czech pulp and paper com- 
pany over which the ‘ "two 
fought a battle for.contrpl in 
1995, 

Assi said it was paying 
$l30m for a 51 per , cent, 
tranche of shares is Sepap 
controlled by Daventree, an 
offshoot of Stratton, raising 
its stake to 90 per cent It is 
to make an offer to share- 
holders for the remaining 
shares, which are listed- on 
the Prague bourse. 

The deal represents a vic- 
tory for Assi. 18 months 
after it lost .out to Stratton in 
a tussle for control 


: '■ ■* ■ ■IS'v*-/ ■"-? 

. -Asa, which had .bujlt up /a 
32 per cent stake £n JSepap. 
found itself without ta "seat 
on the board aftax.. Stratton 
acquired control in late 1995 
in concert with Harvard the 
fund management company 
run by Mr Vlktor Kozeny, 
the- Czech entrepreneur- -.. 

• The. two agreed last: year 
to bmy their differences and 
work together, with. Asst 
ta king operational -respond- 
bflity at Sep^p. , v=;v- _ 
..Assi .said yesterday jt -had 
expected Stratton to,seB^for 
some time. It was oottdieat 
why Stratton lost interestin 
Sepap after battling, 7 , with 
Agsi" for control - Cob£pany 
representatives' Vtore^not 
available for .-comment 
yesterday.. 

The .two companies- aiso 
jointly control Segezhahum 
prtaxC.a Ihissian pape^ aarfc 
plant. Stratton's future/pax-.: . 


tidpation in this venture is 
also believed to be-under 
re«le w,V> although Assi 
strewed .Stratton was likely 
to xemahif its a^rtaer; “for 
the foreseeable tutors''- - 

: Asahase^anded aggres- 
sively In: eastern Europe in 
recent years apdjhas bean 
the most active^ of -Scandina- 
viaS lar^.-^arestry groups in 
the~*egLau->. 

Sepap, is. toe largest. -Czech 

paper ^gronp. •with'- annual 

production capacity., of 
305, hOO . tonnes of p^>er and 
pulp, Itis'toe domestic mar- 
ket-leader in papery sacks-, 
prodticipif 130m: a . year-v--' 

Stnce Asai took-a stake'ha 

1995. Sepaji hascot pitotliifid 

ofcito- 3,000 workforce aria 
has^bVgsted in pulpprodd£: 
tiob and waste paper han- 
dling , ffs pre-tax profits last; 
year were Kc872nx {$29jxaj - 
an sale&’ of KcSAbn. . i 


head gets richly Roche 


Less clear is 
what thf Swiss 
company will 
get from the 
$llbn buy 

M r Curt Engelhona 
leads a colourful 
life. The 71-year- 
old head r of Boehringer 
Mannheim, the diagnostics 
and pharmaceuticals com- 
pany being bought by Roche 
of Switzerland, likes swim- 
ming in Bermuda, aMtag in 
Gstaad and collecting mod- 
em art 

With his share of the pro- 
ceeds from the deal 
announced on Monday, his 
wealth will rise dramatic- 
ally. Roche will pay Sllbn 
for Corange, the Bermuda 
holding company which- 
owns Boehringer Maxuihedn. 

However, assessing the 
value of the deal from 
Roche's point of view is- hard 
because of the German com- 
pany’s structure. .mds Jsia 
privately held company sub- ; 
ject to German .accounting 
rules and legally based in, 
Bermuda,” says Mr Mark 
Becker, London-based phar-' 
maceuticals analyst/, at' 
JJ*. Morgan. ’.V; 

Nevertheless.: Mr Becker;.! 
and other analysts se^ con- : 
siderable potential', for 
restructuring and extracting : 
hidden value. . 

The cost base of Boehrin- 
ger Mannheim, which has 
roughly half its 18,000 work- 
force in Germany, is highe r ... 
than that of Abbott Labora- 
tories, its big US diagnostics 
rival, Mr Becker says-. “So 
there should be a huge syn- 
ergy effect” 

DeFuy, .. Corange’s 
US-based artificial joints and 
orthopaedic products subsid- 
iary, could be profitably 
sold. Nearly 18 per cent of its 
shares are traded on the 
New York Stock Exchange 
and Mir Becke^'saMt“it eoutyfti 
be a very atriadato property ' 
to to® right company”. 

Mr Becker says be is ^very 
positive” about the deal, in 
which Roche will pay about 
24 times prospective 1997 






Cart Engdhonu was wlllmg to buy out family holders 

eazningstor Carange. This.is the family origins are the 
roughly to ^^^, ^fh ‘'.tbe/_.saine. The Mannheim busi- 
ifreiage pricefeaimngs ratio 'ness was started by Chris- 
m toe phanHaQe^cflLindus- -,J^npli Heinrich Boehringer in 
. hey. “To get dc^trpl, . you ^Stuttgart in 1859. and moved 
would normaBy Jiave to pay . to Mannheim in 1872. 

M .titoi^ oc' mren;.np to 40 , Tbe Engelboms c ame on 
tiroes earning^”- : / : the j scene in 1883 when 

Mr Hoziald'^Shler. analyst v Friedrich. Engelhom became 
at BHF-Bank in Frankfurt is a partner in the- firm, which 
also keen cm ,tte; transaction..; &he ^cqutredmne yearn later 
Based on Ckitonge’s 1996 net ; .^n tbq death of the founder’s 
income, q^SS28m; ; 'fce says: - . -. ' ? >. , • 

don't ihi^^-Jsjtoo. mme^-^fChe company . has stayed 
sive.”:;- 1 v^^.j^»i*y l .- .-<■ 1 hands, with 

B&- Engi^h^^s toe man , 'Mc^Cnct Engelhom the main 
largely.- j^gponidnfe for bufld-;. Ahatohblder. 
ing.,the . ocji^rany^tip to its ^VAs .owner of 42 per cent of 
present si^^^Bbehringer v Cofahge, Mr Engelhom, its 
Mannheim’s worldwide turn- - nob-executive chairman, was 
over is about .S3.5hn. As well willing to buy out shares of 
as laboratory diagnostic^ its ^ toe other, family holders to 
produc^' V ^^n3ei-. v patrer\t -?7^a& control :of the com- 
nate.'ihiochnrDlcalS' and 4hK> ' pahy7 But the price they 
apentics. • demanded was beyond his 

.The company has no con- means ~ so he turned to 
nectioh with 7 Boehringer ~ ; R6<toe instead. 

IngEtturfm, anotom- pharma- . : . -y. 

ceutical company. . althou^i;. ADuTGW r 1SDCF 


French lender seeks capital 


Comptoir des Entr epreneurs, 
the specialist French prop- 
erty louder, hopes substan- 
tially to reinforce its -capital 
base by next year to become 
more financially indepen- 
dent of its parent, writes 
Andrew Jack in Paris. 

Mr Jacques Lebhar, chair- 
man, said he wanted - to 
increase toe value of the 
group's shareholder founds by 
FFr35Qm ($6L4mL lifting tts 
Tier 1 solvency ratio above 
the minimum of 8 per cent 
set by toe Bank far Interna- 
tional Settlements. 


CdE may raise capital 
through, an offering on the 
financial markets,' the entry 
of a new shareholder or by 
transfering funds from exist- 
ing investors. 

The action comes amid 
considerable ^discussion 
about the recomP0sfa°n .Qf. 
CqmPtbir’s ownerehiP- . 

Under the terms of a finan- 
cial rescue brokered in 1995^ 
Assurances GAnbrales' de 
France, the insurance group* 
bolds three-quarters of the 
capital, a proportion -it has 
ho plans to reduce. 


However, a farther 10 per 
cent is held by Credit Fon- 
der de France, a rival prop- 
erty lender which toe gov- 
ernment took over last year 
in the face of financial diffi- 
culties. Mr Lebhar said this 
stake might be floated or 
sold to' ; ah existing investor. 

CdE is moving towards 
break-even, this year after 
losses in the wake of prop- 
erty lending daring the early 
1990s led to its shares being 
suspended. It cut losses from 

FFr579m.in 1996 to FFr69m , 
-last year- 



THE NIGHTLY NEWS 


Behind the scenes, the television broadcasting industry is undergoing a revolution. 
The type and amount of programming is growing exponentially, with an extraordinary 
demand for borderless, real-time news reporting. - 1 

These rapid changes have led to an increasing reliance on downsized, costeffective 
digital equipment that gives video journalists the speed and agility they need to keep up 
with events as they unfold around the world. And Panasonic DVCPRQ — with higher 
picture and sound quality, cheaper hardware, tope and maintenance, and smaller equip- 
ment and tape size than any similar system on the market — is becoming the de facto 
ENG (Electronic News Gathering) standard. 

Panasonic is a brand name of Matsushita Electric, a leader in all aspects of electronics — 
from AV and hi-fi equipment to computers and communications systems. With R&D and 
production facilities that span the globe, and an international network able to provide 
comprehensive technical support and after-sales service around-the-clock, we stand at the 
forefront of the broadcasting revolution. 


Osr digital teclnology is naldng news 
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Groupe Paribas pursues-the development 
of its international strategy 
and redeploys its activities in Belgium 


Groupe Paribas has Just announced two major operations: 


its intention to sell Paribas Belgique, a subsidiary commanding strong positions 
in general banking services, to the Belgian BACOB group; 


i the agreement reached by Cobepa (a 64.996 controlled subsidiary of Groupe Paribas) 
and the AJ man ij-Krediet bank group regarding the partition of the equity portfolio held 
by Gevaert, the Belgian financial holding company. 


These operations are in keeping with Groupe Paribas’ corporate strategy of refocusing 
its activities onto its core businesses of International investment banking and specialised 
financial sendees; they also Illustrate Paribas' determination to redeploy its resources 
in Belgium with a view to creating a structure better suited to the Bank's strategic core 
specialties. 

Following the successful completion of these operations, Groupe Paribas will have two 
entities in Belgium -where the Bank has been established for the past 125 years- entirety 
Integrated into its International network and well-placed, on the eve of the Introduction of 
the single European currency, to meeting the needs of its major international customers. 
Paribas' presence in Belgium will henceforth be organized around the following entities: 

- Cobepa, a subsidiary of Paribas Principal investments, whose equity portfolio will be 
strengthened by the contribution of half of Gevaert’s current business, giving Cobepa 
a more direct control over its interests and greater leverage in the implementation 

of its Investment strategy in the Benelux; 

- a banking branch, using the name of Paribas, whose activities will be focused on the 
Group's international investment banking activities (Corporate banking. Fixed income. 
Equity, Advisory services, Asset Management and Securities services); 

- a partnership with a major Belgian banking group enjoying extensive capacity for the 
distribution of financial products. 


In this way, Groupe Paribas will maintain its century-old presence in Belgium while playing 
an active part, with the creation of two front-ranking Belgian institutions in this country, 
in the reshaping of the banking environment 

These operations will also allow Groupe Paribas more room, financially speaking, 
to manoeuvre. The increase in liquidity and improved financial ratios give Groupe Paribas 
new means to continue the international development of its strategic activities. 


"Hie Chase Manhattan Corporation 
U.S. $ 250 , 000,000 

Floating Rate Subordinated Notes due 2000 
For the three months 27th May, 1997 to 27th August, 1997 the 
Notes will cany an interest rate of 5.875% per annum with 
a coupon amount of U.S. $150.14 per U.S- $10,000 principal 
amount, payable on 27th August, 1997. 


Bankers Trust 
Company, London 


Agent Bank 


CREDIT COMMERCIAL DE FRANCE 
FRF 609 000 000 (NOMINAL OUTSTANDING : 
FRF 100950 000) 

REVERSE FLOATER BONDS DUE 1997 
ISIN CODE : XS00406881S1 
For the period May 26, 1997 to November 26, 1997 
the new rate has been fixed at 15.73299 % PA. 

Next payment date : November 26. 1997 
Coupon n" : 9 

FRF 791 .02 for the denomination of FRF 10 000 
FRF 7 910.20 for the denomination of FRF 100000 
FRF 79 101.98 for the denomination of FRF I 000000 
THE PRINCIPAL PAYING AGENT - 
SOOETE GENERALE BANK & TRUST SJL 
LUXEMBOURG 




FINANCI AL TIMES W EPNE 

i COMPANIES AND F i MAWCE: UK v ^ 

Alliance would be UK's first football linJc withj^ o verse a s cijfe 

Caspian in Dutch talks . 


% 

P 


By Patrick Harverson 
and Simon Kupar 


Caspian group, owner of 
Leeds United, have held 
talks with PSV Eindhoven, 
the top Dutch football dub, 
about an alliance involving 
an exchange of equity stakes 
and an agreement to share 
players. 

If the deal goes through, it 
will be the first time a UK 
club has linked with one 
from overseas. 

Leading British football 
clubs, which have boosted 
their commercial activities 
greatly In recent years, are 
keen to expand their sport- 
ing empires but are pre- 
vented by league rules from 
buying into their domestic 


rivals. Therefore, some 
are looking overseas for 
growth. 

They would he following 
in the footsteps of several 
big continental European 
clubs, which have also been 
keen to develop alliances 
overseas, lb Italy, Parma has 
links with a number of clubs 
around the world and Juven- 
tus is exploring a possible 
deal with Oxford united of 
the English second division. 
In France, Paris Saint Ger- 
main has ties with Servette 
of Geneva. 

Mr Chris Akers, chairman 
of Caspian, has also talked 
to two other Dutch clubs - 
Sparta Rotterdam and ADO 
Den Haag. But it is under- 
stood that PSV, which 


clinched the Dutch champi- 
onship on Sunday, has 
responded positively to Cas- 
pian's overtures. 

Mr Akers yesterday said 
that Caspian or another 
company linked to Leeds 
could buy a stake in, or 
exchange shares with, a top 
Dutch dub. He said l«ds 
could obtain sporting and 
fj mm rial benefltsfrom such, 
a deal, particularly if the 
partner were to float on a 
stock market 
PSV is owned by. Philips, 
but the electronics group has 
recently been reducing its 
involvement in sport as part 
of a broader strategic 
review. ■ 

The club believes its only 
of competing with its 


big Eurqpean rivals is.to.fin4- 
new funds externally. '!* 1 
Other Dutch dubs are also:. 
-interested in linking .with’- 
their counterparts in the' UK 
in order to taptbto the tkjai- . 
ness and marketing exper-" ' 
tige of the,/, large Britteh/ 
dubs. : - 

Feyenoord Rotterdam, ,-the . 
dub with the second largest , 
supporter base. in. - tibe/. 
Netherlands . after Ajax, J 
Mattie al.SO tO haVO bMU • 
approached by Caspian arid- - 
its adviser, ING Barings. ’* 
Feyenoord, however said - 
it had turned down Caspian,’- : 
largely because the company 
hail . deman ded such a large 
gt flko that, the club ;' would 
have lost its independ- 
ance. ^ " 
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Looking to spice up the, beg,t 

O Alice Rawsthorn examines the problems which 

w tadustI7 been EMI faces in the North American market j 


O ne of the worst kept 
secrets in the music 
industry has been 
the poor performance of 
EMI's record labels in North 
America - yesterday the 
company took action by 
rationalising and reshuffling 
its senior managemen t 
Some 35 executives, 
mostly from its New York 
bead office, are leaving, and 
Mr Ken Berry, the British- 
born executive who has 
turned Virgin Records into 
one of EMI's most profitable 
labels, has been put in 
charge of all the group's 
record companies as presi- 
dent of recorded music. 

Mr Berry now faces the 
challenge of restructuring 
EMTs North American Inter- 
ests, and increasing its mar- 
ket share there. He must 
also create more interna- 
tional superstars for the 
group - as Virgin has done 
with the Spice Girls and 
Smashing Pumpkins. 

Meanwhile, the invest- 
ment community is assess- 
ing Hw implications of the 
management changes - and 
yesterday's news that EMI 
plans to return about £520m 
($842m) of capital to inves- 
tors in a shar e buy-back has 
raised speculation about its 


future ownership. 

EMTs immediate concern 
is the fate of its North Amer- 
ican business. 

It vies with Warner of the 
US for third or fourth place 
in the global music market 
(worth $40bn at retail last 
year}, behind PolyGram of 
the Netherlands and Japan's 
Sony, hut ahead of Ger- 
many's Bertelsmann and 
Canada's Seagram. Yet its 
market share is significantly 
lower In the US, where it 
jostles with Bertelsmann for 
fifth or sixth position. 

The US is the world's larg- 
est and most profitable 
music market, wnH is also 
highly influential because it 
generates more global stars 
than any other country. 

Virgin has fared well there 
as the label behind the 
Smashing Pumpkins, one of 
the few consistently suocess- 
fiil US bands of the 1990s, 
and, latterly, the Spice Girls. 

EMTs other US labels are 
either associated with less 
fashionable genres, such as 
country and Christian, 
music, or with archive acts. 


notably the Beatles. 

Its US marg ins have come 
under pressure. Sir Colin 
Southgate, chairman, esti- 
mates that the operating 
mar gins of EMI'S US record 
labels fell to 5 per cent In the 
last financial year on; a 
slightly reduced market, 
share of 9.7 per cent. 

EMTs target is to raise 
operating margins to 10. .per 
cent over three years. Sir 
Colin reckons it should gain. 
2.5 per cent from yesterday's 
rati onalisati on plan, which 
in rinriftE closing .offices and. 
dropping poorly-performing 
artists, thereby roiucing 

annual costs by Up to £40m. . 

EMI win have to extend its 
success at breaking new acts 
in the UK, such as Radioh- 
ead and ; the Chemical 
Brothers, to the. US. In the- 
ory, the timing looks good. 
The US. music market is 
reviving'. But Mr Berry must 
move swiftly if he is to take 
advantage of the hiatus in 
the US, and the recent recov- 
ery in gJobaT music sales. 

Both Mr Berry's appoint- 
ment and the rationalisation 


plan were well-received, by 
analysts. Eien so, EMI’s 
shares fen &P to £L1.72y.p 
yesterday, reducing its mar- 
ket capitalisation to £5.09bn, 
from last August's peak of 
£6:45tm. ... -S' 

The shared peaked when 
bid expectations . heightened 
-after the demerger of- the 
Thorn rentals business last 
summer, and have fallen as 
speculation has Jaded. 

Y . The news .- that EMI is 
finally getting to ^ grips with 
its problems in North Amer- 
ica was interpreted as a sign 
that the board noj* expects 
to remain independent, hav- 
ing unsuccessfully held 
informal merger talks with 
Seagram and Bertelsmann 
over the past 18 months. 

Both sets of talks found- 
ered because Sir Colin and 
his team were reluctant to 
cede control, and could not 
agree terms for a friendly 
merger. The only hope for 
EMI's dwindling band of 
speculative investors is’; that, 
if the shares foil further, the 
odds on a hostile bid may 
tumble too. 



EMI feces the music 


EMI Turnover (year end 31/3/97). - 


‘North America 
E76*L3m ‘ 
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Rest of Europe 
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-Others- 
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Vr to Mar 31 78.01 

Vr to Apr 30 772.3 

, 6 ndhs to Hr 30 348.7 


(209.44) 

1k7 

P-88 ) 

1.12 

(1.71 ) 

0.48 

June. 27 

(80.37 ) 

0.415 

(0-222 ) 

531 

(548) 
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17172) 

3.58 
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1Z34 

(13.04 ) 

62 
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8.3 

0-28) 

2-93 

(327) 

206 

JU^' 18 


Arinas shown taste. Dividends shown rat Hfluva In brackets are tor caraepandng period. AAfter excepOonai tan «After exceottod atfL-iffa hnn^ 
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To The Haiders Of 

Banco Central de . 
Costa Rica 
US $ 86 , 011 ,115 Series A 
Irterest Hates Boris 
Dee May 21, 2005 
US $ 76 ^ 35,529 Series B 


Dee May 21, 2005 

NOTICE IS HEREBY 
GIVEN that die rate of in- 
terest from May 21, 1997 
Au- 



per $100,000 nominal face 
amount 


♦ ftstTnst 

af lev Yofc, NJL 

as Fiscal Agent 
Dated- May 23, 1997 


MINE OPERATOR 
UKRAINE COAL PROJECTS 


CCI Holdings Limited invites expressions of interest aijd capability sfoiemehts; from 
companies with underground coal mining experience to fmancktfy partrap^ arid operate 
a number of significant coal projects in Ukramc-Donbass Region^ 

CCI Holdings Limited, an Australian based company, .is. a major provider of, technica l 
services to the world coal industry. Through its subsidiary. GOT Ukraine' Ltd, the company 
has been operating in Ukraine for the past 5 years and has developed a number of 
greaofields projects to the stage of development. CCI maintains a close association it 
senior Government level and advises the Ukraine Ministry of CoaL' . . 

Expressions of interest are sought form an operator to panidpate.m.the exploitation df 
these lucrative projects all of which have been indqwxJenfljrass^sed^ W Vftatan expert 
and are fully funded. 

Existing projects include: , . ■ ■! * :J - . • - . . 

A Shallow (40- 180 metre) high grade anthracite deposit reopucnoN 
Capacity of 400,000 TPA. Vl- : ; -= Jr 5.' - 

A MAJOR HARD COKING COAL DEPOSIT WITH RECOVERAB LE RESERVES JN'^XCE^ 

64 MILLION TONNES. , : . ' ... v . 

Enquiries should be (Erected to: , / ; ;% ' i r ' ■ 

Mr G Lambert •’ ’ "1'.-' * V- J? 

CCI Holding Limited - . -. • '• * 

Tfel; 6 1 2 9247 9642 • ’-•'••• ' i : ^ & ' z 

Fax: 61 2 9247 4267 \ ; 

E-Mail; ccimk@ozemaiLeonLau ■■■ 
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By Chads Grosser j F 

Lonrho, t&e con&fta rate, 
decoded to conttatie^i srger 
talks with JCfr the oath 
African mining hons fol- 
lowing a board meetfx yes- 
terday. Mr Nicbblas.fr rretl, 
Lonrho's chief execute, is 
due to meet Mr Mri Shu- 
malo, JCTs chairman, klay. 

■ The talks about th £2hn 
(ja24hn) merger are hong 
way from resolution. We’re 
stiff at the stage of hking 
at the idea of a merer and 
what financial benflts it 
might produce," ' pnrho 
said;- / 

Lonrho and JCI, p vised 
by ^ Deutsche MorgW Gren- 
fell ■ and SBC \arburg 
respectively, are r from 
hammering out a jommon 
position on price or the 
valn%of assets. Otir issues 
to betJUigotiated frflude the 
future of Lrfjm-homtmum 
and bow large Lome's con- 
trolling stake wilPe. 

The outcome ofeset valu- 
ations, usually pdertaJcen 
during the due dfgence pro-' ’ 
cess, will be kewo the talks 
progressing ftoter. 

Both company trade at a 
discount to nWasset value, 
although anapsts reckon 
that Laniho’sJmares suffer 
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Nicholas Morrell, whow£Hweet MriKbnmalo of Jd today 


from a far larger discoiHrtxtf 
between 15 per cent and 20 
per cent. -Lonrho Shares 
closed down lVip to 
terday, against 19(^ ia»^m- 
ago; • ' 1 ' •* **■/. . : - 

Both companies have indi- 
cated they see dear commer- 
cial benefits from r«mhftitng 
their respective mining 
assets, which lndnde cbaE. 
gold and platinum. -Anglo 


American, .the South African 
min<n g giant which controls 
-27 per cent of Xcnrbo, hopes 
to swap its Lcrarho shares 
. for Lonrho.'i $400m stake in 
■' a chnnH 'Vv tiffl pifl^ bf Ghana. 
The' talks have attracted 
opposition from Mr Tiny 
Rowland. Lonrho’s former 
chief executive of 33 years, 
who reiniins its largest pri- 
vate shareholder. 


So 23 per cent of. Halifax 
shareholders plan to 
ignore a barrage of free 
advice and' sell their 
shares immediately. Given 
the experience of Affiance 
& Leicester .since listing 
last month/ this looks 
naive. Not only did A&L 
shareholders Who sold into 
the market' receive a 
higher 4 price .than those 
who sold in the auction 
process, but the price has 
since risen, a farther 13 per 
cent StfiL this approach 
may yet prove to have an 
element of street wisdom 
about it While the argu- 
ments for a re-rating of the banking sector are persuasive, 
the 15 per cent outperfarmance of the market over the 
past two months resembles nothing so much as an invita- 
tion for a correction. So does the grey market price far 
Halifax of 705p, which puts it on a multiple of about 16V* 
times 1997 eamin gs,_ a rating not much short of that 
enjoyed by Lloyds TSB, a bank which is more profitable 
than Halifax and increasing its earnings twice as test 
Still, given the technical squeeze under way, the 
are that the upward spiral in bank shares will continue, 
at least unto Halifax enters the FTSE 100 index da June 
28. 

' Trying to choose the top wifi be a dangerous business; 

< the sector is very vulnerable to any bad news, such as a 
I setback in the gilts market So for the risk averse, it 
makes perfectly good sense to pocket what will anyway 
be a handsome windfall. For those of sterner mettle, 
though, Halifax Is a sufficiently attractive business that 
long-term holders should be rewarded. 


Hafif&x windfall tempts holders to sell 


Bankkigbriespondont 

A quartr of all Halifax 
member have decided to 
sell thelshares in the con- 
verting building society 
straightway, netting imme- 
diate rindfalls that are 
expecti to average more 
than '£300 ($3,726). 

Baber announced yester- 
day aat members have 
askerto sell 568m shares, 
wortlan estimated £4bn, at 
the Action to be conducted 
for istitutional investors on 


Friday, ahead of the convert- 
ing building society's -stock 
market flotation next ‘ Mon- 
day. That means 23 percent, 
of Halifax abates wfllhedn 
offer at .the ■ auction/'easing 
fears of penskin -funds 
and insurance companies 
that they would be unable to 
lay their hands-on the- stock. 

Bets with 1G index, the 
City bookmaker, suggest a 
price tenge of TO5-715P at the 
close of tracing no yt Mon- 
day. . ‘ / * 

While IG Index's prices 
reflect only' ipidftfdtial beta. 


several ■ institutions have 
indicate d that they may bid 
up to 700p at Friday's auc- 
tion. Members who have 
chosen to sell straight away 
will receive the average, auc- 
tion price. 

Savers and borrowers 
receiving ' the mlnimnin 
handout of 200 shares could 
-therefore receive nearly 
£1.400, while the average dis- 
tribution of 330 shares would 
fetch more than £2^00. 

This price level is far 
higher than even the most 
enthusiastic estimates of 


Halifax's underlying value, 
and rests on worries that 
institutions will be squeezed 
out of the market by a Igrk 
of shares. 

Many institutions were 
burnt by their experience 
with Alliance & Leicester, 
whose shares have soared by 
nearly £1 since it floated last 
month to 627V«p yesterday. 

With a market capitalisa- 
tion of £17.7bn. Halifax will 
immediately become one of 
tbe 10 largest companies in 
the FTSE 100 index. Quanti- 
tative investors who try to 


Schroders arm 
sets up $lbn fm 


Fortune sells remaining 
UK onshore oil assets 


y' Charts 




chroder Ventures, the 
enture capital arm of 
>chroders. yesterday 
.auncbed a Slbn private 
equity fund, the - largest 
buy-out fond outside ihe US. 

The fund will invest in 
European conglomerates in 
the throes of restructuring 
and businesses put up for 
privatisation by European 
governments. It will .also tar- 
get family-run bushqejses 
where the owners are keen 
to realise their investment 
but unwilling 'to list on an 
exchange: ‘ 

Mr Pater Snritham, chair- " 
man of Schroder Venturas 
Europe, said tbe fund aimed 
for an internal rate of return 
of 25 per cent a year. “We've 


averaged that’&r oiu^Eun^' 
pean funds over the- past 10 
years, which; works out at an . 
11 per cent premlum to the 
European markets." . 

It ' has taken Schroders a 
year to set np the tend 
sriiich -_wfil suofceed its" coufr - 

The average soe> oNbe deals^ 
which the neylfucd win tan 
get is $l00m. ‘ j 
Mr Smltham denied the 
emergence pan-Euro^ 
peah * funtf-g^iicated :: ' 
deals were blooming more 
difficult to findk; : ..... 

But he ^led ^bat some 
European .^markets vfere^ 
hkely^'be(^-eoippetitt^3 

ft»'n flirt Q&and niat fgn^w 

any' ^/i^via*^^tehr,:b?sir * 
ness ^Tc^tiHjentaJ Europe' 
wa^iffl iir^.iirfehcy- 


ByRoberf borzine 

Fortune Oil, the London' 
fisted petroleum trading, dis- 
tribution and marketing 
group which focuses on 
China, is to sefi its remain- 
ing UK onshore oil produc- 
tion . assets. Mr Barry 
Cheung, the Hong Kong- 
I based chief executive, said 
1 the group was in talks to sell 
East Midlands Oil anil Gas, 
which, reported losses of 
£6fcQQ0 ($102,000) for 1996. 

Mr,Uheunff said that For- 
tune had al^o decided to sell 
its }Fh Dn^; liquefied petro- 
Leum gas business in iftina 
; because of poor margins. 

. Although LPG volumes 
rose by more than 77 per 
cent .last , year to 37,000 
topnes, the area in wbich Fa 


Duo operates suffers from 
oversupply. Mr Cheung said 
the sale, however, was 
unlikely to result in a oss. 

Fortune relies on its Chi- 
nese oil trading business for 
the bulk of its profits, but Mr 
Cheung said contributions 
from its growing distribu- 
tion, marketing and infra- 
structure investments in 
China should increase con- 
siderably. “In three years 
trading will no longer be the 
dominant element in the 
earnings." he predicted. 

He said Fortune was on 
track to raise £25m in a 
rights issue in June or July. 
Most of the proceeds would 
fund its 2A5 per cent share 
of a $i67m aviation fuel joint 
venture that will supply 16 
airports in southern and cen- 


tral China. 

Mr Cheung said Mr Daniel 
Chiu, Fortune’s largest; 
shareholder with a 34 per 
cent stake, had already 
decided to take up all of his 
shares. 

Some of the new funds will 
also be used to expand For- 
tune’s network of ll retail 
petrol stations China. 

Although Fortune had so 
far opted for organic growth, 
of its retail system, Mr 
Cheung said the company 
might also look at acquisi- 
tions. "There are opportuni- 
ties to acquire 20-30 stations 
at a time,” he said. 

The chief executive added, 
however, that such a move 
would depend on the quality 
of the sites and the licences 
that went with them. 


intrant pp'justitia 

(Registered in Curasao No. 41415) 

Notice to Shareholders ; 

Shareholders of Imram Jostida NV, a corporation organized and 
existing under tbe laws of Tbe Netherlands Antilles, with 
registered offices at Cbumacrimkade 3, Willemstad , Curasao, 
The Netherlands Antilles, are hereby informed that in the Annual 
General Meeting of May 27. 1997 h tais been .resolved to 
I determine tbe payment of the final dividend of 2£ piece per 
share, payable on June 6 . 1997 ar the following addressee: 

- .Baying Agents 

KmSetbanfc &A. Lraenmooigeofee Hambnw Bank Limited . 
43 Boulevard Royal ' 41 Tower Hill 

L-29S5 Luxembourg .. London EC3N 4HA 

Luxembourg United Kingdom 

Bearer shareholders are asked to submit Coupon no. I&50 the- 
paying Agents for coHectionfcf the dividend. r*<-— — 

May 28. 1997 { •' ' 
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Within tbe framework of Law 2000/91. tbe Industrial Reconstruction Organisation 
PRO) to' contemplating the sale of the shares it owns In KERAFINA SA (hereinafter She 
Company"]. The IRO has also been authorised by the General Bank of Greece SA. and 
ETBA SA. both minority shareholders in the Company, to simultaneous^ negotiate the 
shares they own in the Company. Consequently, the total number of shares offered for sale 
corresponds to about 90% of KERAFfNA’s share capital. ETEBA SA. and BANK OF 
AMERICA NT&SA have been appointed Joint advisors to IRO for the above-mentioned sale. 

KERAFINA was established in 1962. and engages in the production and marketing of 
vitreous porcelain sanitary ware. Tbe Company- accounts for about 2596 of total Greek 
production and enjoys a substantial domestic market share. Kerafina’s self-owned 
-production facilities are conveniently located at the Kalamakl district of the province of 
Kodnihla, 75 km. from the centre of Athens. The Company employs 190 people. The 
following' table presents key financial information for the past five years: 

(tn mfffliwttt pf gg MCfcm—l 


Turnover 


Pre-tax results 


Total assets 


Total own capital 


1.196 1,381 1.659 1.706 


-8 


1.447 1,693 1,872 1,996 


959 836 836 864 
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During the present phase of the sale process. Interested parties are Invited to obtain the 
. Offering Memorandum p icpt ue d by the Advisors, after signing a confid e n t iality ■ agreement 
Potential Investors may submit by June 13. 1997. in writing, tbdr expression of interest for 

• the purchase of tbe above-mentioned Company shares, which must contain at least the 

ftflloWlhg: 

• An Indicative price for the purchase of the offered block of shares 

• An estimation of the number of job positions to be maintained 

• Their plans for tbe. development of the Company 

Interested parties should also Include to (hefr expression of interest the additional 
information they require regarding the evaluation of the Company, and may note any Issues 
which, in. 1 their opinion, would affect the submission of binding offers at a later stage. 

• ; An tnrttatfon to submit tending offers will be published fn the press after June 13. 1997 
and will includes the timetable to be followed hereafter, the terms and conditions applicable 
for the submfeeian of offers, as well as the criteria with which the offers will be evaluated. 

- However, tbe. IRO and the other selling parties retain the right to declare the procedure 
mill and. void in tbe event that the binding offers finally submitted are deemed to be 

' mwaHd j yh ^ y , 

All parties interested In obtaining tbe Offering Memorandum or any other relative 
Information should contact the Advisors at the following addresses: 


ETEBASA. 

~ ltr Q gji mhumifaHi 

14 AmaliM Avenue 
102 36 Athens. Greece 
TeL (SOU 3298470 As (SGI J 3296393 


Bank of America NT flt SA 

Attention: Hr. G Di av u n 

39 PmqdBtimlon Street 

106 64 Athens, Greece 

TeL (301 j 3288227 F»xr (301 ) 324Z936 


AEGON NM, registered in The Hague, The Netherlands 
FINAL DIVIDEND 1996 

At the Annual General Meeting of Shareholders held on 
15 May. 1997, the final dividend for the fiscal year 1996 was fixed 
at NLG 1.61 per common share. 

With reference to our advertisement of 22 March, 1997, the 
number of dividend coupons required in order to qualify for one 
new common share has been determined at 93, based upon the 
average share price as at 27 May, 1997. 

For shareholders who have elected for payment entirely in cash, 
dividend coupon no. 10 will pay NLG 1.61 less a 25% dividend 
tax. 

The final dividend will be payable ?s from 30 May, 1997 at the 
head offices of: ABN AMRO Bank N.V., Bank Labouchere N.V., 
Cooperatieve Centrale Rafffelaen-Boerenleenbank B.A., 
internationals Nederlanden Bank N.V., MeesPierson N.V.; 
Kredietbank N.V., Brussels; Kredietbank S.A. Luxembourgeoise, 
Luxemburg; Schwelzerischer Bankverefn, Schweizerische 
KreditanstaJt, Schweizerische Bankgesellschaft, Zurich, Basel and 
Geneva; Deutsche Bank A.G., Dusseldorf and Barclays Bank Pic, 
London. 

Rights to the dividend payment in cash or stock will be made 
available to holders of CF Certificates through those institutions 
which have been acting as custodians of the coupon sheets for 
their shares at the close of business on 15 May, 1997. 

The published commission rates will be paid to members of the 
Amsterdam Stock Exchange to enable them to exchange 
dividend coupon no. 10 for common shares without charging 
commission to shareholders. 


The Executive Board 


The Hague, 28 May, 1997 
50 Mariahoeveplein 
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match the index are under 
particular pressure not to 
miss out an its shares. 

About 2llxu shares have so 
far not been claimed. 

Some overseas investors 
are bemused at what they 
see as a bubble in UK banks 
shares. "We cannot help j 
observing that at their cur- 
rent prices most UK banking 
issues have probably gotten 
somewhat ahead of them- 
selves,'* said Mr Raphael 
Soifer, banking analyst with 
Brown Brothers Harriman in 
New York. 


NOTICE TO BONDHOLDERS 

THIS NOTICE IS IMPORTANT AND REQUIRES THE IMMEDIATE ATTENTION OF 
HOLDERS OF THE BONDS. IF HOLDERS OF BONDS ARE IN ANY DOUBT AS TO 
THE ACTION THEY SHOULD TAKE. THEY SHOULD IMMEDIATELY SEEK 
PERSONAL FINANCIAL ADVICE FROM A STOCKBROKER. BANK MANAGER, 
SOLICITOR. ACCOUNTANT OR OTHER FINANCIAL ADVISER. 

Ladbroke Group Finance (Jersey) Limited (tbe Issuer) 
(incorporated with limited liability in Jersey) 
guaranteed on a subordinated basis by 
Ladbroke Group PLC 

(incorporated with limited liability in England) 

£83,000,000 9 per cent. Convertible Capital Bonds 
Due 2005 (the Bonds) 

NOTICE IS HEREBY GIVEN to Bondholder of the Issuer’s election in accordance 
with Condition 8 of the Bonds, to convert (he Bonds into Preference Shares which shall 
then be redeemed immediately upon allotment C Required Conversion cutd Redemption ) 
at their paid-up value of £1,000 each together with accrued interest up to but excluding 
30 June. 1997 ( The Required Conversion Date). 

Bondholders retain the tight to convert and exchange. Bonds for Ordinary Shares in die 
Guarantor until 23 June. 1997. The current Exchange Price is 364 pence. 

Full’ details of the Required Conversion and Redemption and the Conversion and 
Exchange Rights are available at the specified office of the Principal Paying Exchange 
and Conversion Agent and Registrar and at the offices of the other Paying and 
Conversion Agents listed below. 

Bonds and Coupons will become void unless presented for payment within a period of 
ten years and five years respectively from the Relevant Date for paymenf thereof. 

Ladbroke Group Finance (Jersey) limited Dated 28th May, 1997 

PRINCIPAL PAYING AND CONVERSION AGENT 
The Royal Bank of Canada 
71 Queen Victoria Street 
London EC4V 4DE 

PAYING AND CONVERSION AGENT 


Banque Paribas Luxembourg 
. 10A Boulevard Royal 
L-2093^ Luxembourg 


ING Bank (Belgium) Sjk. 
Rue de Ligne 1 
B-1000 Brussels 
Belgium 


tmpp mr tm « — mn ef raear^tnif. 


April. 1997 


* mobistar 


BEF 18,000,000,000 

Project Finance Facility 

to finance the second GSM nrtwork in Belgium 


Lead Arrangers 


AKN AMRO Bank N.V. 


Co-Arrangers 

Tbe Samftomo Bank, Limited Kredietbank Project Finance 


Baaqne Nationak de Paris 


Oresdner Bank 


Ce-Vnderm it er 


LeoiUmnegm 


Rabobank Interaatfoul 

ASLK Bank N.Y. 

Bank Brand* Lambert &A. 

Grfefit Commercial de France 

Da National* InvetteringfbaBk N. V. 

Generate Bank 

Rayai Bank of Canada 

Tbe Sefcnra Bank limited 

SwtttiGfafrale 

FariBtyAgOU 

AXNMtXOBamkKV. 


ABN AMR 0 Bank 


The Stunifomo Back, Limited 


SeeertqAgntt 

UnxStOmakN.V. 


BACOB Bank C.V. 
BjQtrfachc Candobaak Uttereaifoul SJL 
CrUk Coj*nnnuJ S-A. 
DentsdK Bank A.Q. 
ParObank N.V. 
Tke Fuji Bank limited 
Tbe San** Bank limited 


beotmaet Agent 



88 «M •SSIBMSli 0i »BS 


Dresclner Bank 
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INTERNATIONAL CAPITAL MARKETS 


Moscow increases offer 


INTERNATIONAL BONOS 


By Edward Luce 

Emerging market issuers 
yesterday took advantage of 
last week's derision by the 
Federal Reserve to leave US 
interest rates unchanged 
with a series of landmark 
eurobond issues. 

Generally tighter spreads 
and buoyant investor appe- 
tite prompted the City 
of Moscow to increase its 
debut eurobond offering by 
at least $ioom from earlier 
estimates. 

The three-year $500m deal, 
which Moscow officials say 
will be the first of many 
eurodollar issues, traded 
well in the secondary mar- 
kets with US investors tak- 
ing around 35 per cent. The 
remainder went mostly to 
European and Asian funds. 

Officials at Credit Suisse 
First Boston, which jointly 
led the deal with Nomura 
International, said the issue 
tightened sharply after 
launch. Priced to^ yield 315 
basis points over Treasuries, 
bids were accepted at a 
spread of 308 basis points 
over Treasuries last night. 

“It was trading flat to the 


Russian sovereign 4%-year 
bond [issued last Novem- 
ber!" one trader said. “We 
would expect a Russian sov- 
ereign five-year to be priced 
at about 315 basis points, 
so Moscow is trading very 
competitively." 

With a credit rating of 
Ba2/BB-, which is “con- 
strained" by the sovereign 
debt rating awarded to Rus- 
sia, some traders said the 
Moscow eurobond should be 
trading through sovereign 
paper. “Moscow has a 
healthier credit outlook than 
the Federation of Russia," 
said one. 

The success of Moscow's 
debut eurobond is likely to 
encourage other Russian 
issuers, such as the City of 
St Petersburg and the region 
of Nizhny Novgorod, to 
launch their debut offerings 
in the near future. 

The Federation of Russia, 
which issued its first 
D-Mark-denominated bond 
ea rlier this year, is planning 
to bring out its first seven- 
year eurodollar Issue within 
the next month. The market 
expects it to total up to $lbn. 

LEBANON also benefited 
from market conditions and 
an element of novelty value 


with its debut offering in 
D-Marks. Priced to yield 175 
basis points over five-year 
German bunds, the paper 
tightened rapidly to around 
168 basis points after launch. 

Officials at lead managers 
Commerzbank and Soci6t§ 
G£n£rale said about 30 per 
cent of the paper was taken 
by emerging market funds 
while Swiss retail investors 
showed particularly strong 
demand. 

Officials said Lebanon 
wanted to diversify its inves- 
tor base and felt the D-Mark 
was the best vehicle to max- 
imise the country’s Euro- 
pean exposure in advance of 
the launch of the euro in 
1999. They said the issue, at 
Just DM250311, was sold out 
very rapidly. “We could have 
increased the allotment 
quite substantially and still 
sold out," said one. “Leba- 
non is an improving credit 
story and the yield is attrac- 
tive to retail investors." 

At Lebanon’s request, the 
lead managers focused distri- 
bution more on European 
than Middle Eastern inves- 
tors. although 10 per cent of 
SocGen’s share was taken by 
investors in the Gulf. 

SLOVENIA also elicited a 


strong response for its debut 
offering in D-Marks, 
although with a credit rating 
of A3/A, retail buyers were 
less visible. Priced to yield 
43 basis prints over seven- 
year German bunds, the 
paper tightened by about 1 
basis point after launch. 

Officials at CSFB, lead 
manager with Dresdner 
Kleinwort Benson, said 
between 30 and 40 per cent 
of the paper went to UK 
Institutional funds. The 
launch spread compared 
well with Slovenia's debut 
eurodollar last year which 
was priced to yield 56 
points over Treasuries. 

“It is very difficult to 
benchmark an issue lifer* this 
because Slovenia is in a cate- 
gory of its own,” said one 
trader. "It Is still an emerg- 
ing market issuer but it is 
trading at around the same 
levels as a Republic of 
Greece seven-year would 
probably be priced.” 

Yesterday's issue was com- 
fortably the tightest launch 
spread by an eastern Euro- 
pean borrower to date. 

Elsewhere, BLFA, Bavar- 
ia's main Landes bank, 
tapped the eurodollar sector 
for just the second time with 


New international bond issues 


Amount Cm M* ta 

Borwmr _ ^ ..... 

■ US DOLLARS i •£ >;• V..“ " •> 7 

i» 1«5 

BiFA * 400 878 99.669ft Jun 2002 025R +14QM Syg ABH wra wawg 

Rnonce lor GBntah Industry 350 _ 8.7S 90.715R ^ 


Deutsche Finance Naths 300 4.75 S6Z75R An Z0B2 OSH 

RgpubGc Of Stewnta 400 6.7S <&M3H ^2004 

Repubta of Lobanon 250 *50 W.75R + 175flJ«*iQ3 

0SKom«nafcr«a 200 6125 102.06 Jut 2007 M0 - STwmSiUto* 

Household Bank Nevadafe# 150 fee) 98.B5R Apr 2002 0.175ft 

Ottoman Rnonco 150 SOO 1Q0J0R Jun 2000 1 JHR 

■ VW« ' * g ' - -- 

STB Cayman Caj**0S)£ ’"''lOObn ' (pW?' V oOlOO 0W 2007 ZM ■ ISSSlS’vSrtSB 

TTB Finance Cayrmn(cj§ 50bn (crip 10600 nM 

Gatofa* 33br 2.75- 10600 Jun 2002 0J5 “ vv 

DR Inwatmente 100 6125 B6332R 

isreswiicg:; V 

ssm... „ 

Bayofacha YarainstankO 100 6J30 _«L7ZSR ^ MBOflW. 

De NS 10bn 650 10663 Jun 2002 . 1.825 - . . gjgM j j f -■ 

Korea Dowtopment Bank lObn 645 1(71.007 Jun 2000 1.25 - 

. u i- 

Commontoa* OVeaa Hn 400 M 101J8S Jul 2005 2J30 - KredWbwfcM Oiwip 

European Invtoart BankW 400 _ 5.50 _ IffiLOO Dec 2002 JJB75 ^ _ 

Wtoitt Bcnk 100 7S25 101.70 *M\ 2002 ZOO - . «•? 

World BarAffl 2bn zero JOT ttvai! O^JR JP lia&n Sec MBtea 

Frnai terms, norvcatobte unless stated. Weld spread (over ndewnt government bend) id launch a^pHed by lead manag er- 
MJnAsted. §Convortfbta * Fbatfaig-rate note. «Send-snwal coupon. Ft Ffced re-offor price: rtw w; « re- rff w Iww. « 

Fungible with DM300m. al) SniTth Utxx +>Mt. b) Fbdng 9««7. Brnhangeatote Wo Swntano TnistS Belong C ostere sg 
Indicated 10% premium. Annual downward resets, min Y500, CatWHe from 171002. Fbdnn by 2M/ 87. Exc hangaeoteJiTO 
shares of Toyo That a Banking Go at In dca t sd 2 £% premium. Annual downward moots, rrtn Y400. Calatsfe ftorr iW»« 
at par. cl) Indleatsd IK to 3QW02. then BoKh Ubcr +2S0bp. d) FUngWa wtth SftrlSOm. Plus 71 days accruod, o) 5% 107/ 
7/01. than 8%. 0 RjngMe with Riba 4 Short 1st camon. 


a five-year $40Qm offering. 
Officials at SocGen. joint 
leads with ABN Amro, said 
that the BLFA was also plan- 
ning to tap other currencies. 


The paper was priced to 
yield 14 basis points over 
five-year Treasuries. 

SocGen also underwrote a 
HK$500m seven-year offering 


by the EUROPEAN INVEST- 
MENT BANK. The issue was 
priced to yield 34 basis, 
points over equivalent Hong 
Kong government paper. 


By Saner Jskaftdar-. ? 
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Benchmark US long bond yield rises above 7% 


in large 


GOVERNMENT BONDS 


By Jane Martinson 
in New York and 
Gamer Iskandar in London 

Nervousness in the US bond 
market saw the benchmark 
yield of the 30-year bond rise 
above the 7 per cent barrier 
at mid-session yesterday. 

The long bond fell B to 95, 
pushing the yield to 7.022 per 
cent, the Gist time it has 
risen above the 7 per cent 
mark for a month. 

Traders blamed continued 
selling by hedge funds 
unwinding positions based 


WORLD BOND PRICES 


OAT futures recover from early weakness to end day slightly higher 


French bonds recovered from early 
weakness to end the day slightly 
higher, Samer Iskandar writes. The 
June notional future on 10-year 
OATs settled at 128.44, op 0.14, after 
Calling as low as 128.08 during the 
day. In the cash market, the yield 


spread of bonds over OATs widened 
by 1 basis print to 11 points, after 
tightening 4 points on Monday. 

“The worst may be over," said Ms 
Phyllis Reed, European bond strate- 
gist at RZW. Another analyst said: 
“The sell-off in the bond market did 


not take place because the franc 
remained strong on the foreign 
exchange market, but the mood is 
certainly more bearish now.” 

Ms Reed also said selling p re s su re 
on the long end of the yield curve 
was not as pronounced as it might 


have been, mainly because holdings 
of OATs by overseas investors were 
at very low levels. 

She also said that in the longer 
term, the outcome of the French 
elections could become a bearish 
factor for most European bonds. 


on the strength of the dollar 
against the yen. One blamed 
the French election results 
and said light volume after 
the long weekend was exag- 
gerating any trend. 

The morning trend was 


emphasised when the mar- 
ket took fright from upbeat 
consumer confidence figures. 
The Conference Board index 
revealed a larger than expec- 
ted increase in confidence to 
127.1 in May, a 28-year high 


and well above the average 
for this year. 

The two-year note fell £ to 
100&, yielding 6.249 per cent, 
and the 10-year bond by Vi to 
86%. yielding 6.773 per cent 
Europe's high yielding 


BENCHMARK GOVERNMENT BONDS 


Weak Month 



Coupon 

Data 

Price 

changa 

Yield 

ago 

ago 

Australia 

6750 

11/08 

94.7195 

40X50 

7.54 

7.85 

7.79 

Austria 

5.750 

04417 

067000 

-0.100 

603 

680 

685 

Belgium 

0250 

03/07 

101.7200 

40.030 

601 

689 

694 

Canada* 

7.000 

12/06 

1068000 

-0.600 

680 

651 

666 

Denmark 

&000 

03438 

110X200 

-0260 

8X1 

633 

654 

Franca BTAN 

4.750 

03/02 

99.6871 

40.130 

4B2 

4.70 

4.76 

OAT 

5.500 

04/07 

97.6600 

-vaiso 

682 

668 

5.71 

Germany Bund 

6.000 

07/07 

1065900 

40.050 

692 

5.81 

5.80 

faeiand 

8W00 

oaA» 

1067100 

40.140 

670 

660 

667 

Italy 

6750 

02/D7 

968400 

402)0 

7J1t 

7D5 

7X2 

Japan No 145 

6600 

03/02 

1161626 

-aiio 

1.84 

1.74 

1X1 

No 182 

3.000 

oa/D5 

102X190 

-0X60 

2.85 

2A7 

2.16 

Netherlands 

6750 

02/07 

965000 


681 

671 

5.71 

Portugal 

9.500 

02/06 

119^000 

4-1.300 

645 

638 

679 

Spain 

7J50 

03/07 

1063800 

40X50 

657 

660 

683 

Sweden 

8.000 

08/07 

1067831 

40X40 

7M 

6JB5 

7.17 

UK Gifts 

7D00 

08/02 

99-24 

-2/32 

TM 

695 

7.18 


7^50 

12437 

100-08 

-4/32 

132. 

7J» 

7.48 


6000 

10/08 

113-05 

-3/32 

133 

7.15 

7.57 

US Treasury* 

6625 

05/07 

98-27 

-11/32 

679 

673 

6B3 


6625 

02/27 

94-30 

-1802 

7-03 

694 

7 JOS 

ECU (French Govl) 

7.000 

04/06 

105.7000 

+0.190 

615 

695 

600 
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US INTEREST RATES 

Latest Treasury. BSs and Bond fluids 
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FoLtnda Si Sh north S.46 IO^mt 

FrtUuaiG d Itowrth* ■ tta 5J8 30-yw 


BOND FUTURES AND OPTIONS 
France 

■ NOTIONAL FRENCH BOND FUTURES (MATf) FFr900,000 

Open Soft price Charge High Low EsL voL Open int 
Jun 1?a 46 128.44 +0.14 128.50 128JJ8 2D&B88 157.748 

Sep 128.88 126.88 +0.10 12&88 126.54 1B£27 17,615 

Dec 96.40 86.30 +0.10 96/40 96.40 2 

■ LONG TERM FRENCH BOWP OPTXH43 (MATTF) 


■ BUHD FUTURES OPTIONS (UFFE) DM2S0,000 potnta of 100% 

StrMa CALLS PUTS 

Prtca Jul Aug Sep Doc Jul Aug Sop Dec 

8850 0.74 1.01 121 1.18 0S1 0.78 0&8 1SG 

10000 048 0.75 0.84 OSS 170 1.02 1S1 225 

10060 0S9 a54 0.72 0S1 1.06 1S1 1-49 2.58 

Eat «oL tart, Cats 13127 Puts 20309. Previous day's open lot. Crtb 112023 Piss 110443 

Italy 

■T NOTIONAL ITALIAN OOVT. BOND JBTP) FUTURES 

(UFFg* Urn 200m IQOtha of 10016 

Open Sett price Change High Low EsL vof Open Int 
Jun 129.20 129.82 -0.08 130.07 128S0 58734 88500 

Sep 129S0 130.32 4.08 130.57 128^1 4450 20481 

■ (TA1MN OOVT. BOM) pTTI FUTURES OPTIONS (UFFQ Ln0ttil IIMta oil 00% 


Est. voL total. Cata 1022 Puts 304. Previous day's open hit, CUh 26269 Puts 28828 

Spain 

■ NOTIONAL SPANISH BOW FUTURES (MEFF) 

Open Sett price Change High Low Ebl vot. Open kit 

Jun 115.05 115-53 +045 11556 114.90 111.796 76.703 

Sep 11427 114.75 +0/44 114.75 11A27 1.016 ^890 

UK 

■ NOTIONAL OK QILT FUTURES (UFFD' ESaOOO 32nds of 100% 

Open SeK price Change High Low EsL voi Open kiL 

Jun 112-09 112-12 -0-03 112-17 11202 84161 166591 

Sep 112-10 112-22 43-01 112-26 112-12 36078 28751 

■ LONG GILT FUTURES OPTIONS fUFFQ £50.000 friths of 100% 


Strite 

Price 

Jul 

Aug 

CALLS - 
Sep 

Dec 

JU 

Aug 

PUTS 

Sep 

Dec 

112 

1-18 

1-43 

2-02 

2-34 

0-38 

0-63 

1-22 

2-14 

113 

0-46 

1-10 

1-32 

2-04 

1-02 

1-30 

1-52 

2-46 

114 

0-24 

0-49 

1-04 

1-41 

1-44 

2-05 

2-24 

021 


Strike 

Price 

125 

128 

127 

128 
128 

EsL *ot meal. 


CALLS 

Jlffi Jul 

3^4 251 

2.44 

1-46 0.85 

057 0.43 

0.06 0.18 


PUTS - 

Jul Sep 

0.34 0.72 

058 1.03 

097 1.43 

154 1.87 

259 2.61 


Cafe zi^ss Puts Bi.433. Previous days open «, Cefe i+ajSS Pub 18U.17A 


Germany 

■ NOTIONAL GERMAN BUND FUTURES (UFFEj' DM250JXP IQOths c A 100% 
Open Salt price Change H&i Low EsL vol Open InL 
Jin 100.81 100.78 -034 10038 10056 172485 230180 

Seo 99.78 99.73 -023 99.81 9955 13053 37232 


UK GILTS PRICES 


EsL vaL total. Crtb 312 Puts 1183. Previns day's own WL. Cafe 77807 Puds 17458 

Ecu 

■ ECU BOND FUTURES IMATIF) ECU 100500 

Open Settprice Change High Low EsL voL Open hit 
Jun 94J34 94.I6 -058 9426 9420 53 5247 

Sep - 93.78 +0.12 - 


■ US TREASURY BOND FUTURES (CBT) S100.000 32nds ol 100% 

Open Latest Change High Low EsL vol. Open int. 

Jun 109-08 108-26 -0-12 109-10 108-22 132.199 413.465 

Sep 108-26 108-14 -0-12 108-28 108-09 3.647 78.757 

Dec 108-10 107-31 -0-13 108-10 107-28 48 26.962 

Japan 

■ NOTIONAL LONG TERM JAPANESE GOVT. BOND FUTURES 
(UFFE) YlOOm lOQttB ot 100% 

Open Close Change High Low Est vol Open vtl 

Jui 123.44 123.32 123.09 3305 na 

Sep 122.01 121.87 121.66 1758 na 

* UFFE tutuee rtso traded on APT. M Open Msnret lies, ore tar previous day. 
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markets benefited from the 
outcome of the first round of 
the French election, indicat- 
ing that the left-wing opposi- 
tion might achieve a slight 
majority. 

“It now looks like we are 


moving towards a softer 
Emu,” said Ms Phyllis Reed 
at BZW. “This makes it more 
likely that countries like 
Spain, for example, will 
make it into the first round." 
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showed the strongest perfor- 
mance, the 10-year bench- 
mark bond rising 1.30 to 
close at 1L9.80. 

ITALIAN BTPS also rose 
strongly. Tte 10-year benchr 
mark BTP closed 0^0 higher 
at 9634, its yield spread over 
bunds tightening by 9 basis 
points to 135 points. 

SPANISH BONOS also out- 
performed. Both the June 
bono future and the 10 -year 
cash bond rose 0.45, to end 
the day at 115.53 and 105.38 
respectively. The yield 
spread of bonos over bunds 
narrowed by 6 basis prints 
to 65 points. 
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French Emu call helps the dollar 


MARKETS REPORT 


By Simon Kuper 

The dollar surged late 
yesterday on the prospect of 
a large number of countries 
joining the start of European 
monetary union. 

The dollar rose after the 
London close when Mr Phil' 
ippe Seguin. speaker of the 
French National Assembly, 
said the European Union 
Should allow "the mayirp urr i 
number of countries" to join 
Emu. The EU should not 
enforce ni gg lin g fiscal tar- 
gets, said Mr Seguin, tipped 
as the possible new. prime 
minister if the ruling French 
centre- right wins the elec- 
tion run-off on Sunday. The 
centre-right suffered a sur- 
prise defeat to the socialists 
in last Sunday's first round, 
prompting Mr Alain Juppe, 
prime minis ter, to resign. 

Mr Michael Paul us, vice 
president and bead of sales 
at Bank of America in New 
York, said the prospect was 


growing of a “broad" Emm 
which would include Italy, 
Spain and Portugal. 

But the biggest market 
move by far yesterday was a 
fall of about 10 per cent in 
the Czech koruna, after the 
Czech Republic on Monday 
released the currency from 
its peg and let it float. 

The dollar had gained 
little earlier in the day from 
the French election result, 
□or from a spectacular surge 
in US consumer confidence 
for May to a 28-year high of 
127.1. The major currencies 
were barely moved at yester- 
day’s London close. Mr 
Robin AspinaD. chief econo- 
mist at National Australia 
Bank in London, said: “The 
French result is the sort of 
event that can change the 
history of Europe, but the 
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market response has been 
relatively muted." 

But after the London close 
the dollar rose to DM1.705 
against the D-Mark and 
Y116.6 against the yen, 1.4 
pfennigs and Y1.2 above Fri- 
day's close. The franc was at 
FFr3.377 to the D-Mark late 
yesterday, down from Fri- 
day's FFr3.369. The southern 
European currencies were 
barely moved. Hie Swiss 
franc fell after the Swiss 
National Rank said it was 
prepared to lower money 
market rates to weaken the 
currency. 

■ The French franc initially 
fell modestly on the election 
result, as the socialists bad 
said that they would be 
unwilling to take austerity 
measures to equip France for 
Emu. The Bank of France 
was soon seen intervening to 
support its currency. 

But later the franc recov- 
ered against the D-Mark, as 
the market decided that 
Emu would probably go 
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ahead but was now more 
likely to create a weak single 
currency. 

However, some strategists 
said that the German public 
and constitutional court 
would sooner delay Emu 
than countenance a weak 
euro. Mr AspLnall said: "I 
believe that the prospect of 
Emu happening is a good 
deal less certain today than 
it was a few days ago." 


■ The Czech koruna dived 
after being freed from its peg 
against a dollar and D-Mark 
basket. It will now shadow 
the D-Mark. The Czech 
National Bank was yester- 
day seen intervening to stem 
the currency's fall. 

For weeks the koruna had 
struggled near the bottom of 
Its old 7.5 per cent band 
against the basket, pressur- 
ised by the slowdown in the 
Czech economy, the growth 
to the current account defi- 
cit, and a general run on 
emerging markets curren- 
cies th3t began with the 
Thai baht. The koruna has 
now fallen 17 per cent since 
the start of 1997. 

The Czech National Bank 
had raised interest rates 
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sharply last week in a bid to 
defend the currency. After 
Monday's change in the 
exchange rate regime rates 
initially fell, but by bte yes- 
terday many rates bad 
returned to Friday's highs. 

The bank indicated that it 
expected the currency to set- 
tle in a range of about Krl7- 
Kri9.5 to the D-Mark later 
this year. But Mr Steve Jen- 
□ions. emerging markets 
analyst at Credit Agricole 
indosuez in London, said 90 
per cent of devaluations 
occurred in two stages. This 
implied that the koruna 
would fall further, be said. 

But Mr Richard Gray, 
chief emerging markets 
economist at Bank of Amer- 
ica in London, said forex 
speculators had made less on 
their defeat cif tbe koruna 
than they bad lost in their 
Called attempt to prompt a 
baht devaluation. 

Tbe Slovak koruna fell 
with its Czech sister yester- 
day, but pressure on the Pol- 
ish zloty eased. 
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Strike 

Price 

Jurt 

- CALLS - 
S«h 

Dec 

Jun 

- purs - 

Sep 

Dec 

9325 

O.11 

0.46 

0.64 

0.09 

0 13 

016 

9350 

0.03 

oa 

0.4? 

0.26 

0.20 

0.24 

9375 

0.01 

0.16 

0.33 

0.49 

0.33 

0.34 


Ed. vet. UGH. CnM» 13371 Puts 5361 . Previous day t. open n, 162461 Pins 31132 




EXCHANGE CROSS RATES 

May 27 BFr DKr FFr 

DM 

t£ 

L 

FI 

NKr 

Eb 

Pta 

SKr 

SFr 

E 

CS 

S 

Y 

Ecu 

Belgian 

(BFr) 

10a 

18.46 

16.35 

4.845 

1.886 

4778 

5.449 

20.1? 

488.6 

4 003 

21.79 

4.039 

1.748 

3.831 

2648 

332.1 

2488 

Danmark 

(OKrl 

54.18 

10 

8.856 

2.625 

1.022 

2580 

2.953 

10.93 

2653 

■ 221 5 

11.81 

2.138 

a947 

2.130 

1.543 

180.0 

1.347 


FFr ) 

61.13 

1129 

10 

2.964 

1.154 

2923 

3.334 

12-34 

2993 

250.1 

13.33 

2.471 

1.070 

2405 

1.743 

203.2 

1.521 


(DM) 

20 84 

3.809 

3.373 

1 

0389 

988.0 

1.125 

4.163 

101.0 

84.36 

4.497 

0.834 

0 361 

0.811 

0.588 

68.54 

0 513 

Ireland 

(IE) 

53.03 

9.788 

8.668 

2.570 

1 

2534 

9.890 

10.70 

2S9.7 

216.8 

11.56 

2.142 

0327 

2.085 

1.511 

176.1 

018 

Italy 

(U 

2.093 

0.386 

0342 

0.101 

0.039 

100 

0.114 

0422 

1025 

8.556 

0.456 

0.065 

0.037 

0.082 

0.060 

6.952 

0.052 


R 

ia.3S 

3.387 

2^99 

0.B89 

0 346 

878.7 

1 

3.702 

89.84 

7S01 

3.998 

0.741 

0-321 

0.721 

0J23 

60.94 

0.456 


(NKr) 

<9.57 

9.149 

8.103 

2.402 

0.935 

koCq 

2.701 

10 

242.7 

202.6 

10.80 

2.002 

0067 

1.949 

1412 

164.6 

1.232 


(Et.) 

20.42 

3.770 

3.338 

0.990 

0.385 

975.8 

1.113 

4.120 

100 

B3.4S 

4.450 

QS25 

0357 

0.BO3 

0.582 

67.83 

0.508 



24.46 

4.515 

3399 

1.185 

0.481 

1160 

1.333 

4.935 

11B3 

100 

5330 

assa 

□428 

a962 

0.687 

8125 

0.80 8 


(SKr) 

45jM 

3.470 

7.502 

2^24 

0.865 

2193 

2.501 

9.258 

224.7 

187.6 

10 

1.054 

0.803 

1.804 

1S07 

152.4 

1.141 


tSFn 

24.76 

J.57D 

4347 

1-200 

0-487 

1103 

1.349 

4.995 

121J 

101J 

5.395 

1 

0.433 

a973 

2705 

8223 

0 815 


lO 

57.19 

1QJ5 

9.348 

2.771 

1.078 

2732 

3.117 

11.54 

280.0 

233.8 

12-48 

2.310 

1 

2240 

1.629 

1B8.9 

1.422 


ics; 

2544 

4.695 

4.158 

1^33 

0.480 

1215 

1 386 

5.132 

124.6 

104.0 

5.543 

1.027 

0.445 

1 

0.725 

B4.49 

0.832 

USA 

(St 

35.11 

6.480 

5.739 

1.701 

0.682 

1677 

1.913 

7.083 

171.9 

143J 

7.650 

1.418 

0.614 

1.380 

1 

116.6 

0873 


fY) 

30.11 

5 557 

4.322 

1.450 

0.568 

1439 

1.641 

6074 

147.4 

123.1 

6.561 

1 JZ16 

0.526 

1.184 

0.B58 

100 

0.748 

Ek, 


4023 

7.425 

6.576 

14049 

0.759 

1922 

£192 

8.115 

197.0 

184.4 

8.785 

1.625 

0.703 

1.561 

1.146 

133.6 
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FUTURES (IMM) DM 12S.0Q0 par DM 


■ JMUWB6 YEN H/Times OMM) Yen 123m per Yen IPO 



Open 

Latest 

Change 

High 

Low 

Est vol 

Open Int 


Open 

Lam 

Change 

High 

Low 

Est vol Open riL 

Jun 

0 5948 

0.5897 

-0.0018 

05968 

0.5890 

8.415 

74,720 

Jin 

08655 

0.8614 

-0.0050 

0.8621 

0.B610 

13.540 B1.579 

Sep 

0.6000 

0.5335 

-0.0016 

0.6050 

05933 

808 

4.591 

Sep 

0.8730 

0.8727 

-0.0051 

0.8734 

0.6725 

410 5.537 

Dec 

0.5985 

0.5985 

-0.0009 

- 

- 

1 

517 

Dec 

- 

0.8890 

- 

_ 

- 

20 783 


■ SWISS FRANC FUTURES QMM) SFr 125.000 per SFr 


Jun 

Sbf. 

Doc 


■ STERLING FUTURES (IMM) C62.500 per E 


0.7175 . 

0.7072 

-OJ0074 

0.7102 

0.7073 

9.958 

44.973 

Jun 

1.6374 

1.6284 

-0.0064 

1.8326 

1.8284 

8.159 

38JM5 

0.7275 

0.7153 

-0.0071 

0.7181 

0.7153 

723 

5.618 

Sep 

1.6310 

1.6270 

-0.0050 

1.6310 

1.6270 

3.184 

4.461 

0.7250 

0.7250 

-0.0054 

0.7250 

0.7250 

Z 

442 

Dec 

- 

1.6350 

- 

“ 

“ 

1 

116 
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EMS EUROPEAN CURRENCY UNIT RATES 

May 27 Bow cen Rate Change % +/- from » spread Div. 
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Threre 

momhi 
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year 
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month 
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months 
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months 
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■ THREE MOMTH STERUWG FUTURES (UFFE) £5QOJOO posits ol 10Q%_ 


Jiai 

Sec 

Dec 

War 

Jun 


Open 
53.42 
93.16 
92.96 
92 63 
92.74 


93.40 

93.17 

92.97 

92.83 

92.73 


Change 

High 

Low 

Est vol Open int 

-0.04 

93.42 

93.40 

13893 

115773 

-0.03 

93.19 

93.16 

9203 

105256 

-0.03 

92.99 

82.97 

6868 

96056 

-0.02 

9234 

92.83 


60212 

-0.02 92.74 

a Ifca. are tar prevtewa 

92.73 

dav 

2188 

43415 


■ ctcti IMG QPTlOHS IUFFE) £500.000 points Ot KM* 
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Pnoe 

9325 

8350 

9375 


jun 

0.16 

002 

0 


CALLS - 

Sep 

Dec 

Jun 

- PUTS — 
Sap 

Dec 

0 09 

0.08 


0.17 

0.36 


0.03 

0.12 

035 

0.56 

Q 

OjOI 

0^6 

0.58 

0J9 

isor Pr+»reus day's open mL, Cate 177013 Puts 

174063 


fratand . 

Portugal 

Ffnland 

Spain 

fttey 

Denmark 

Germany 

Austria 


Prance 


Greece 

UK 


a 798708 

0.761385 

- 0.000136 

-4.C7 

7.27 

31 

197.308 

197.648 

- 0.075 

0.13 

2.13 

-1 

5.85434 

5-89524 

- 0.01214 

0 TO 

1.55 

-5 

163.826 

1554170 

- 0.137 

D .76 

149 

-5 

1906.48 

1929.65 

+ 1.52 

1 22 

1 03 

-9 

8.16979 

2.19906 

- 2 e -05 

1.38 

0^7 

-TO 

7 S 4555 

7 - 45 D 82 

+ 0.00103 

1.43 

0.82 

-10 

1 -92573 

1.95598 

- 0.00018 

1^7 

0^8 

-IS 

13.5485 

13.7873 

-0.001 

1.61 

0.64 

-12 

39.7181 

40.3749 

-a 00&) 

1.65 

0.60 

-12 

6.45863 

6^0462 

+ 0.00382 

226 

0.00 

-19 
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285-269 

311245 

+ 0.512 

6 J» 

- 3.61 

— 

0.793103 

0 . 70541 B 

- 0.000575 

- 11.06 

14^7 
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Ecu cental ores ed by tt* European Ganmaexn. Cunencte ere ti ik«ccn>*«j letadve strength. 
Pensrarga ohangoa ere tor Ecu: a potffte ertaua derraw e man cummyawiqenwrfwiw ihr ratio 
between ore spnete me porcetage (AHerence between me actual merlnt end Ecu central rales lot a 
ovtecy on the rnccxTura perawed bacenage deuaiton O the atrtneys metkei nee tan ee Ecu 
central rate. 17 /B 7 K- Slert^j wrapaxtad from EHM. Adkntroeni caioWBd by me finrm*l rm»» 

■ PwLAPGLPtllA SE E/S OPDOHS D1250 (cents per poud) 


NOTICE TO THE BONDHOLDERS OF 

US$67,000,000 

Lite-On Technology Corporation 

0.75 per mu., Convertible Banda due 2004 
(“The Cotnpuoy” end The “Bond*" respectively! 

Norice or Closed Period and Conversion Price Adjustment 
NOTICE IS HEREBY GIVEN to the holder* of the outstanding Bonds ojJ 
Lire-On Technology Corpora non tihc “Coni pun j-"i dial there win he a Bonus" 
lliur of 81 , 340,(100 New Ordinary Shares of NTSIO each (which roduder. 
02152,040 shins to emplnyewj on die haaas of J 04 New Onluury Shard for 
every 4,600 existing Ordinary Shares held pursuant to the Company's 
shareholders' approval obtained at the Annual SvvttMen Alee doc held on 
6 May 1907 . 

In accordance with the Teraa, and Conditions of the Bonds, the On Vernon 
Right of the Bondholders trill be suspended from 23 May to ® June. 1907 
The shareholders register will be closed from 5 June in 9 June, 1997 to 
determine shareholders enEhtrmenE id this Bonus lame. 

As a result of this Bonus Issue, the Conversion Price will be xdiustcd from 
NTS02 per share to STS 63. 37 per share effect! u- fltim u June, 1*797. 


May 38. 1997. L ondon /U*rv O Jt A I -ww 

By Cti&tnt, i\LA rCorporere Ajianev 8 Tnrci. Ag*n Bant Lr / r£// ! i V(%w 
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ConiacC James- Allan 
Tel. H17I 337 39‘"i 
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Trade Foreign Exchange from [39c 


_ eu rope £30,000 could confroJ £ I million 

LinnCO +44 (0) 171 892 3335 

ReguialBcf by the SFA Unneo Enrapo Ltd. eynaJ trarinBO*mcoeu»oiterorTi 


001*1 Pay $ 3,0008 


Take Prechter k FREE course on the Elliott Ware Principle 
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M 

Aug 

Jun 

Jut 

Aug 

Price 

1 JS 2 D 

2 . 1 B 

2.69 

321 

0 . 6 S 

134 

1.96 

1330 

1.55 

2.16 

2.66 

1 JJ? 

1.76 

2.41 

1340 

1 J 01 

1.08 

2^4 

1^9 

228 

2.89 

Pievtaua days vol. Cate 160 Puu. 120 . Prev. Open Ini-J^alS J 4.100 Puts 35.783 J 

| MPtaLADELPtUA SE Munus OPTK»Ii 5 dM 62.500 (5 per OM) | 

Strike 







Jun 

JlH 

Aug 

Jun 

Jid 

Aug 

Price 

0-585 

0.89 

1.20 

1.40 

027 

0.46 

0.64 

0590 

0.58 

0.90 

1.10 

045 

0.66 

0.84 

0.595 

0.38 

0.65 

0.95 

0.73 

0.92 

1 09 

Pievtoua days 

inL. Cate 570 Put* 616 

Priv. day s open PL. Cate 22.761 Piaa 31^18 
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TIME 

[PRICES 


NflTiGK OF u m R E P a MPTMlN 
To the Holders of 

investor International Placements Limited 

(die 'Itw-uer') 

ECU200.000.000 

7 1/4 % Secured Exchangeable Bonds due 2001 

(die " Bonds.') 

NOTICE IS HEREBV GIVEN timt purvuum iu Gnidi'iiim SIB I uf 
the Bonds all of the outstandius Ronds » i0 ire tt-d*vmeti hv die istiiier 
on 30 June, IW7 (die '‘Redemption 0we"|. The Bonds will he 
redeemed at iheir Principal Amoum toeedier will; ibe o*rnied inn-rcHi 
to the Redemption Dale. Parmer if of principal and inlep.fi a ill hr 
made against presentation mid surrender of llte BniuL nidi till 
-uBtured Coupons ufficnoining iIiwtjo si the .•.pedfit-d ofijee of ;un 
he Pajnng Agfuts listed below. Pavmcuis will «' made by un I'.CE 1 
cheque drawn on orbv transfer to an TCI 1 aeenum muitiiamed by ilte 
payee with a bonk in BrusscLs. 

In accordance with Gondii ion T of die B<>«d>. Bomllidl iVr* am 
exdiiuigr their Bonds for Series Bslmn+< in li»vr.,|nr AB any liini- tip 10 
and including 11 June. 1*H>7 by giving imuce in uccordauee with 
Condition 7. In ilte event ii reeeiye+'n iwiitr of exchange, die 
Company intends to exercise its optimi iu pay il>c Bondi inlJi'is die 
cosh equivalent amouae. 

£ 

Morgan Guaranty Trust Oomunny of New York 
t*U Yicioriu Emhautmiiij 
Lrutdon Hd) ClJP 

E«illngJpea/g 

Bonque General tiu Mmgim Guanuny Tnt.-i 

LuragbciureS-A. G+itfipaitv nl (New- York 

50 Avenue J.FTVennedv Avenue *Jm .\ns. .'Ii 

L-295J Luxembourg' D-JOiO Bnr.w-Js 

lnveslor International Placements Limited 

By: Morgan Guaranty Trust Company of New York 

or Principal Paying Agent limed M»y JH. j r "C 


base lending rates 


Aflam i Company 6 00 
NAui Iran S.v* -GB) 6j30 
anoo TruS Bar* 6 00 

•Henry Wgnaa’ar 600 
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BarAjl Cvrrua 
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600 
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Duncan Lawne 600 
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Rnancxef* Ge+iBanfc 7 00 
•RotoOKHOflinQS Co tOO 
Gecbanh ® 75 

raGuriness Mahon 6.00 

Hat* Bar* AG Zurteh 6-00 

BHamWOG Bar* 6-W 
Heraade S Gen lev B*- 6.00 
•Hi Samuel 6J30 

CHoareACo 600 
Hartgwjnci 6 ShanohaiftOO 
juibn Hotfeo Bar* 6.00 
•uapodJose^SSons 8 jM 
UoyrisBar* 6.00 

WkfianC SartK 6-00 

-Mpjnt Cratfl Crap S2 6 


S0O 

6.00 


FialWastmlnsMr 

•Pea Brother 

Hoyat Bk of Scatiand BJX> 
•S^igef & Fnedantier frOO 
•SmWtaVWrwnSacsBM 
Scottish Widows Bar* 6JJ0 
TSB 6.00 

U riled Bar* o( Kuwait 600 
Uriiy Trust Bar* PU STS 
Western Trust 6.W 

WTKsaway LOtfaw d00 
YortahU* Barit tOO 

• Uetriters of landoti 
(nvosmant BanKriB 
Assodetiort 
- ftierimmtBtrainn 
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93,95 

-O.Q2 
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- 

83.73 

90.&9 

40.244 

3S7270 
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■ EWWABX OPTTOMS (UFFE) DMIm prints ol 100% 


120 

35 


4.796 

4,975 



CURRENCY MANAGEMENT CORPORATION PL.C 
■ Real T«ne Fonagn Eumangt Deatng Servos *4 wwrrwf 
v • 24 Noun Seivce - Ne Cratimraaons • 5 PIP &ptw* 
r a Free Ftealsnw iM Cuftncv leed 

' wawFo.«i+»*C C0UK EMAIL PETER (rFC'nEX-CM'; CO UK 
V Tet 44 171 665 0600 Fir: *4 171 * 7 = 0970 
'•* Address tl.OUJswry. Lorefan erreflaou rattan a, srt. fj 


Argus Global Markets . ' 
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Real Time z 
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Plus a$k about our Market CD-Rom containing I^S teclinicol 
anafvsis. data and utility programs ter just £34.50 IncL PaP 


Calf 0181-730 1660 for free details of both offers 



For further information, please contact: 
Lindsay Sheppard 

Tel: +44 171 873 3223 Fax: +44 171 S73 3204 
or Paul Maravigiia 

Tel: +33 1 53 76 S2 51 Fax: +33 1 53 76 82 53 
or your usual Financial Times representative 
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Tea prices strengthen on drought in 


June start 


By Gary Mead (n London 
and Kuna! Bose in Calcutta 

Severe drought In Kenya has 
slashed its tea crop by almost 40 
per cent in the first three months 
of 1997, according to the latest 
official figures. First-quarter pro- 
duction is down to around 55m 
Mlos, against 93.5m kilos for the 
same period last year. 

"This is a huge shortfall and we 
are now anticipating Kenyan pro- 


duction this year to total no more 
than 225m kilns , a gains t 255m in 
1996," said Mr Timothy Carter, 
broker with Thompson Lloyd & 
Ewart, London's longest-estab- 
- lished tea brokers. 

Prices have strengthened as 
news of the drought’s severity has 
started to filter out At London 
auctions for medium quality tea - 
the type in which Kenya speci- 
alises - prices have risen by more 
than 30 per cent horn £112 a kg 


this time last year to £1.47 a kg at 
an auction Last week. 

Kenya exports 90 per cent of Its 
tea, the balk of it to the UK, 
Egypt and Pakistan. UK traders 
said they cannot yet see any signs 
of retailers increasing prices - 
though this may change if tight 
supplies persist 

Buyers are already lobbing else- 
where, lucinding Tnriln althoug h 
prices there have also firmed 
recently. India is the world’s larg- 


est producer-and consumer of tea, 
although so per cent of production 
stays Inside the country. Prices 
are set to climb even further as 
the much coveted second crop 
comes under the hammer in 
around two weeks. 

According to industry officials, 
the market has remained bullish 
after the 1997 season opened with 
negligible stocks and tea produc- 
tion suffered from a prolonged 
winter in Assam and West Bengal. 


Tnrfin produced 54.06m kg of tea in 
the period to the end of March, 
against 58.78m kg in the same 
period in 1996. 

The Tea Board said that the 
“beneficial rain in March" gave a 
boost to plucking in April when 
production rose to at least 68m kg 
from 52.78m kg in the same month 
a year earlier. 

Mr Vijay Dudqja,. chairman of 
brokers Paramount Tea, said 
there would be a loss of produc- 


tion of between 8m kg and 10m kg 
this month because of drought in 
Assam and West Bengal. 

“The 1997’ Indian crop is likely 
to fen short of 800m kg, compared 
with 780m kg last year," he saii 
“The incremental production win 
not be enough to take care of the 
rise in the internal demand for 
tea, unless we are ready to sacri- 
fice exports. The bullishness in 
tea prices is underpinned by a 
tight supply sit u a ti on.” 


Coffee rally 
continues 


Shanghai exchange weathers the storm 

T he Shanghai Metal " ” ’ — *- 

Exchange. -China's ; 
largest market for 


MARKETS REPORT 


By Gary Mead 
and Robert Confine 

The coffee price rally took 
off again yesterday, with 
prices in New York pushed 
to a new peak. 

Strong interest in the 
arabica futures traded on the 
Coffee, Sugar and Cocoa 
Exchange helped the July 
contract to a record 269.50 
cents a pound in early trad- 
ing. It later retreated to 
267.20 cents a pound, up 
10.35 cents on Monday. 

Trader said heavy buying 
interest was behind the 
rally. “There are a lack of 
sellers in this market,” »»rt 
one. “Nothing is stopping it 
right now." 

A volatile mixture of tight 
supply, low stocks and fear 
of frost in Brazil has been 
behind the rises on the 
futures exchanges which 
drive world coffee prices. 

On the London Interna- 
tiona] Financial Futures 
Exchange, robusta coffee, fol- 
lowed in New York’s wake, 
with the July contract clos- 
ing up $15 at $2401 a tonne, 
having peaked earlier in the 
day at $2,102. 

The markets are. keeping 
an eye on Brazilian weather 
forecasts, though no freeze is 
forecast for this week. 

Oil prices lost much of 
their recent gains as a bout 
of weakness sent the price of 


COMMODITIES PRICES 


BASE METALS 


Brent Blend for July deliv- 
ery, the international bell- 
wether, pl umm eting by 
about a dollar. In late Lon- 
don trading Brent was 
quoted at $19.25 a barrel, 
compared with its close 
before the long US and UK 
holiday weekend of $20.25. 

Although the downward 
move was sudden, traders 
said volumes were low. The 
fall followed steady gains 
over the past two weeks, 
fuelled in part by speculative 
funds flowing into long posi- 
tions in the futures markets. 

‘ Traders could give no sin- 
gle overriding reason for yes- 
terday’s fall, although the 
market may have been 
undermined in part by 
reports of several refineries 
in western Europe cutting 
production runs. The recent 
crude price rise has hit 
Asian and European refiners 
particularly hard. 

The market is waiting for 
inventory statistics from the 
US, due later today and 
tomorrow, for clues to the 
next price move. 

On the London Metal 
Exchange three-month 
nickel fell $229 to $7401 a 
tonne during afternoon 
“kerb" trading. Dealers 
suggested the next technical 
barrier was $7,110, the low 
point reached on April 14. 
Three-month copper finished 
$13 lower at $2,507, while 
other metals hovered around 
their opening prices. 


T he Shanghai Metal 
Exchange. -China's 
largest market for 
non-ferrous metals is five 
years bid today, something 
of an achievement in a coun- 
try where officialdom is 
Instinctively wary of the 
futures industry and other 
fledgling exchanges have 
withered away. 

The go»tiang p has weath- 
ered not only the Sumitomo- 
induced collapse of the cop- 
per market and halting 
growth in domestic demand 
for metals but also the fre- 
quent interventions of the 
Chinese government. 

In the couple of years after 
its launch in 1992, Shang- 
hai's metal markets were 
popular with speculators and 
investors arbitrage-trading 
against contracts on the 
London Metal Exchange. But 
Beijing soon imposed strict 
I regulations restricting spec- 
ulative trade. 

Total exchange volume 
last year was little more 
than a third of what it was 
in 1994. The SHME posted 
trading volume of 11m 
tnnnes of metals valued at 
Yn230bn ($27.7bn) in 1996. 

Other provincial commodi- 
ties markets have disap- 
peared altogether. There 
were once SO futures 
exchanges in nhina, but the 
number has fallen to 14, as 
pnr n** financial and commod- 
ity contracts have been 
suspended by the authorities 
and disreputable exchanges 
have been closed. 

Metals exchanges still 
operate in cities all 
over China - Shenzhen, 


Commodities trading inChma 
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Chongqing, Beijing, Tianjin, 
Chengdu. Guangdong and 
Shenyang - but the head of 
an international metals 
trading firm in Shanghai 
says: “The only market we 
watch is Shanghai, the 
others are mostly tiny and 
always unpredictable. 
Shanghai is the only place 
you can begin to analyse 
logically." 

China's exchanges still 
make markets in a n umber 
of obscure soft commodities 
- such as peanut kernels, 
mung beans, Tianjin red 
beans, Shenyang barley and 
plywood - but trade in these 
contracts ton rig to be if 
it continues at alL Scandals 


and speculation have seen 
off other contracts. 

Sugar futures were 
suspended last year after the 
authorities became con- 
cerned about the escalating 
price for sugar, driven by 
the soaring futures price. 

S mall, provincial com- 
modities markets seem 
to offer a tempting 
playground to the ambitious 
fraudster. Earlier this year it 
emerged that an en te rprising 
investor had attempted to 
corner the green bean 
futures market on the 
Zhengzhou Commodity 
Ryrhang P- in central flhinn 
by using several false 
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nnmps Less - than *a month 
later, another trader . was 
scolded for faking green 
bean trading reports. 

Mr You Niandong, adviser 
to an agricultural produce 
company in Yunnan, south- 
west China, says traders 
often “gamble” on contracts 
such as mung beans. “On 
these small contracts, it is 
easy to push up the price," 
he says. 

Speculation, or “stir-fry- 
ing" as it is disparagingly 
known in flhlna , hag given 
the fixtures markets a bad 
name in government circles. 

For the China Securities 
Regulatory Commission, the 
watchword in 1997 is risk 


eontroL The markets' regula- 
tor Is planning a database 
linking the .14 . futures 
exchanges to monitor - trad- 
ing a nd price movements. . 

.Beijing has also issued 
stem warnings in the official 
media, suggesting, an 
impending crackdown on 
speculative brokerages. 

Last week, fixe China Daily 
observed: “Many illegitimate 
brokers seriously harm legal 
broking activities, resulting 
in chaos in .the industry. 
Swindling . frequent” •’ 

The Chinese iftaHership is 
clearly keen to keep tight 
control of its youthful mar- 
kets and Mr Tian Jxyun, the 
vice-chairman of the 
National People’s Congress, 
China’s parliament, earlier 
this year called far the quick 
enactment of long-delayed 
laws to govern the securities 
and futures industries. !• 

Officials at the Shanghai 
Metals Exchange are also 
hoping for consolidation: 
“Within two or three years, 
it should be possible for Chi- 
na’s futures exchanges to 
merge and reconfigure.” 
they say. “We predict an 
integrated non-ferrous met- 
als futures market will be 
formed.” 

That is certainly what 
IntemaHnna? mpfak compa- 
nies are hoping. - 

“You cannot yet say that 
Shang hai is a mature metals 
market,” says one trader. 
“They are going to have to 
shut down the smaller places 
and consolidate the business 

in S hanghai "■ 

James Harding 


By Kukri Boae In Cefcaitta . . 

Global futures trading on 
India’s international pepper 
exchange should begin., in 
the middle of next month. 

The - start comes after 
delays caused by problems ; ■ 

with subscriptions to tb$ 

clearing , house, the; Indian' ■■ 

PeppCT.aiwfSpicesTrading 

Association said. . ' . 

The venture, at Cochin in 
the. Indian, state of Kerala, 
will be the country’s first .. 
international . .commodity. . 
exchange although the .. 
association has not ;yet 
given a precise date frxrjthe 
start of trading. . 

The awnnal global trade in 
pepper is , worth about • 
$275m, and the delay at 
Cochin has .caused concern 
to- foreign trading- ho uses : 
Banks and financial instttu- . . 
titans. which will subscribe 
45 per cent - of the capital - of 
the clearing boose, have yet 
to receive the go-ahead from - 
India's central bank. 

The association said 33 of 
its 144 members-- operating 
on the domestic exchange, 
would participate in inter- •. 
national futures . trading. ‘ 
Foreign trading houses can 
operate On the- Cochin 
exchange by forming regis- 
tered companies in India or 
.by- creating branch, offices. 
They can also trade as negte 
tared nan-members through 
registered members. .. 

• Vietnam’s black . pepper 
market has been at n near 
standstill *hi« week, with 
buyers looking : elsewhere 
for supplies as - the end of 
the' harvest s . .- season 
approaches, dealers In Ho 
Chi Minh City saidl- Prices , 
had climbed to $3,00043.100 
a-tanne, from $2,600 in early: 
January. 

“Farmers have sold practi- 
cally all their pepper and • 
exporters don't have, much - 
left either,” one dealer said. 
“Bat recent price volatility- 
has caused some, exp o rt er s - 
to delay shipments.”' ■’ 




Precious Metals continued 

■ GOLD COM EX (100 Troy uu. S/troy ce.) 


GRAINS AND OIL SEEDS 

■ WHEAT UFFE flOO tonnes; C per term) 


SOFTS 

■ COCOA LJFFE (10 tonnes; £/tome) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (405008»r certs'**)] 


JOTTER PAD 


(Prices from Amalgamated Metal Trading) 

■ ALUMMUM. 99.7 PURITY (5 per tonne) 


Cash 

3 mtta 

dose 

1627-5-2SJ 

1640-41 

Previous 

1615-6 

1625-6 

Htghriow 


165W1635 

AM Official 

1634-34J) 

1648-47 


Kerb dose 16 

Open int. 288,197 

Total da«y tunowr 65.988 

■ ALUtmtlAI ALLOY (5 per tonne} 


Close 

1465-75 

1490-500 

Previous 

1465-75 

1485-95 

HighAow 


151071485 

AM Official 

1475-78 

1500-02 

Kerb dose 


1490-95 

Open M. 

5£22 


Total deny turnover 

715 


■ LEAD (5 per tome) 


Close 

628.5-29.5 

637-38 

Previous 

626^-7^ 

635-6 

WgMow 

630 

340/334 

AM Official 

829.530 

637-B 

Kerb close 


833-34 

Open fat 

36^87 


Tool dally turnover 

7^07 


■ MCKEL (S per tonne) 


Close 

7240-50 

7350-60 

Previous 

7465-05 

7565-70 

Hl^Vtow 


7560/7300 

AM Official 

7325-30 

7440-45 

Kerb dose 


7301-02 

Open Irt. 

49.144 


TotM daSy tumouw 

I3J47 


■ TIN (S per tome) 


Close 

5086-75 

5720-30 

Previous 

5890-700 

5740-50 

HlgtVkiw 


5740/5715 

AM Official 

5070-60 

5725-30 

Kerb dose 


5730-35 

Open hL 

14,885 


Total daiy tunowr 

2.788 


■ ZINC, epwdM Mgh grade CS per tonne) 

Close 

1340-41 

1302-63 

Previous 

1339,5-400 

1360-61 

HigMow 


106671680 

AM Official 

1348-47 

1365-66 

Kerb dose 


1659-60 

Open Int 

89^92 


Total daBy turnover 

11.734 


■ COPPER, grade A <S per tonne} 

Close 

2589^*81.5 

2513-14 

Previous 

25000-2.5 

2513-5 

High/low 

2581/2580 

2517/2500 

AM Official 

2582-63 

250910 

Kerb dose 


2509-10 

Open Int 

39.144 


Total doty turnover 

137.327 


■ LME AM Official E/S rate: 1.8315 

LME Ctoeteg a* rate: 1.6295 



Sett 

nay^ 



Open 


Sett 

my* 


Opm 


Sett 

DW* 


Open 


Sail Day's 

Opm 


price ctenge Mgh 

taw 

W tat 


pries 

ctege Mgh Lear 

Hot 

fat 


price dmige Mgh 

lew 

VM U 


Price chmge Mgh Law Vri 

fat - 

Mq 

3445 

+1.7 

- 

_ 

1. 

JM 

8170 

-055 89.75 89.70 

10 

1545 

fc* 

999 

-5 

_ 

- 21 

Jm 

64.900 -05 61225 64550 3387 

28507 

Om 

344J 

+1.8 

3453 

343.1 18,189 41589 

Sep 

9150 

-0.70 

- 

157 

JM . 

1019 

-5 1023 

1014 

940 ®,T88 

mb 

65375 -13 65525 64850 2818 

39564 

Aug 

347.1 

+15 

347.8 

3458 

5.126 35844 

Bn 

9380 

-170 93.75 93.50 

8 

3882 

*P 

1037 

-4 1040 

1034 

126 75874 

0d 

68.775 -03 68800 68.425 1848 

188® 

Oct 

3498 

+15 

3503 

3412 

24 6,961 

Jm 

asm 

-0.70 95.75 95.75 

3 

1818 

Dec 

1031 

-4 1035 

1027 

334 a.712 

Dm 

71350 -135 71550 71850 1861 

9881 

Ok 

3528 

+15 

35X4 

352.0 

1.601 23,450 

Iter 

97.60 

-170 

- 

725 

»r. 

1041 

-5 1045 

1040 

200 31816 

Feb 

71/475 -a 073 71.800 71375 411 

5,005 

Ml 

355.4 

+15 

3550 

355.1 

15 6840 

K* 

99.60 

-0.70 

- 

390 

May 

1063 

-4 1055 

1052 

80 11145 

A* 

71250 -4L125 73375 73.150 144 

1.749 

TMM 





25587151779 

TOW 



21 

7810 

TMM 




1349141831 

TMM 

18® 101864 

■ PLATINUM NYMEX (50 Troy ot: S/troy at) 

■ WHEAT COT (S.QOCbu iMn; centsffiOto bushel) 

■ COCOA CSCE (10 tonnes; 5/lormas) 

■ LEAN HOGS CME flQ.OOOtw: cents/tbg) 

JM 

3975 

+85 

4015 

3811 

1828 13832 

JM 

36350 

-115 37650 38100 12.130 47703 

JM 

1452 

-9 1462 

1444 4.1® 31557 

Jm 

81 300 +055 81-723 80350 2826 

10.784 

Oct 

3935 

+8.1 

3975 

3885 

123 4828 

Sep 

37100 

-145 38435 37100 

3.133 14300 

S«P 

1481 

-10 1489 

1474 

589 138® 

JM 

81850+0525 62375 80800 2,784 

10378 

Jm 

3935 

+5.1 

3885 

3885 

6 1318 

Dm 

38350 

-175 39525 38100 

1.724 

17.798 

Dec 

1512 

-12 1515 

1510 

1® 11412 

*4 

79850+0825 30.400 71450 1,475 

7.424 

Apr 

3955 

♦4.1 

- 

- 

1 18 

Ik 

38600 

-8 39350 38450 

53 

1.458 

Mar 

1538 

-7 1542 

1536 

78 20964 

OM 

71325 +045 72.700 71.1M 719 

5570 

Total 





f5S7 19,782 

MW 

37800 

-4 38750 37100 

- 

17 

MW 

1560 

-7 

1569 

10 8531 

Dee 

691725+0325 711® 688® 492 

35® 

■ PALLADIUM NYMSX POP Troy cej Sfaoy oej 

JM 

37250 

-3 37100 37200 

27 

377 

JM 

1580 

-7 1575 

1575 

20 522 

Fib 

898® +0.1 893® 685® 1® 

1529 


ITT rw 





IBM 



17588 

*15® 

TMM 




5831 96JI29 

IBM 

88M 

40543 




174m +3X0 176.70 17100 1,211 3,790 

170.00 +230 171 SO 168D0 911 i860 

167 JO -0.20 - - 82 435 

2,127 MSI 

LVEB COLO (5,000 Troy QxjsMrj oej 

4723 +1.1 472.0 4715 49 54 

474.8 *10 476L0 47X5 11.70 5X968 

479.7 +1.0 481.0 «TTO 340 6517 

4869 +1.0 489.0 4810 190 7330 

4B9L2 +15 17 

494.5 +1.0 - - 9 7.973 

1230 «sre 


ENERGY !L 

■ CRUDE OB. NYMBt (1,000 barrets. S/barrsQ JM 

LMatf Day's Ops fj? 

price dwaga Hgb Im N U ^ 

Jet 20S9 -0.74 2157 20.65 31950 112k jm 

MS 2055 -0.71 21.67 2175 18333 47 ®7 lb 

Sap 2097 -099 21 M 2165 7.029 30995 Tat 

Oct 2a 83 -060 21X3 2170 2.424 19242 - 

Itov 2175 -IS 2190 2160 1,366 16.701 — 

Dae 2161 -056 21.00 20 50 1034 37500 JM 

To Ml 81,48040*088 Aag 

■ CRUPE OIL IPE (8/banel) ^ 

Latest Da|*a (fem 0k 

prtca donga Up In M U Jm 

Jiri 1925 -0.75 1188 19.12 19.499 72501 Toa 

Ang 1957 -053 1190 19L2I 7,783 37JCTB ■ I 

Sap 1143 -058 1959 1128 1578 11,173 77 

Oct 1144 -057 19.92 1144 606 14Z7 7* 

So* 1150 -148 1191 1950 203 6.027 f** 

Daa 1142 -151 1167 18.40 459 12570 

Total M ” 

■ HEATIWG OIL HYHS? (42,000 US gah, PUS gfej Jan 


■ MAIZE C8T p J00 bu m*»; cante/56b bushel) 

JM 26455 -655 27100 264.00 28511 122.159 

Sap 254.00 -4 75 2025 25150 3505 30522 

Dee 25250 -4.5 25700 25150 18,712112555 

Mar 25855 -A 262.75 258.00 416 12501 

May 26200 -45 26650 28200 14 1534 

Jet 265.75 -4.75 27055 26550 110 3510 

Total 505M2B52S 

■ BARLEY UFFE (100 tonnes C p et lonnp) 

Sep 8160 -0.40 29 

Raa 9050 -140 - 1.103 

Jaa 9260 -H5 - 142 

Mar 94.60 16 

May 96.60 _____ 

Tote - 1590 

■ SOYABEANS CST (5.000BD nti; caArtOb tasteQ 


Spot -15292 3 nta 152S3 Bats 1 5237 9 ate 15211 
■ WQH GRADE COPPER (COM EX) 


latest Oar* 
priea ettanpa Bitfi 

5550 -1.72 5752 
55.65 -153 57.15 
5810 -1.78 5750 
5655 -153 5850 
5755 -153 5850 
5850 -1.53 5150 


tea W M 

55.00 8532 18563 
5450 7516 3?5S9 
5550 1.110 17508 
5130 1504 9561 

57.00 111 1054 

5100 450 7589 

2X53513X995 


JM 83155 -4.75 84450 630.50 39AS8 82345 

Aao 79050 -95 80200 789.00 7560 24/410 

Sep 70550 -11.75 71750 70550 1.499 9536 

SO* 665.00 -125 67100 664.00 14.251 49515 

Jaa 66150 -11.75 680.00 668 00 450 5534 

Ha 87150 -125 88400 873.00 28 949 

Total 63564 183,733 

■ SOYABEAN OtLCgT tSO-OOPIte: cants/TM 

JM 2359 -0.03 2351 2355 9587 50516 

Aag 2148 -103 2359 2347 2813 14586 

Stp 2353 -105 2350 2150 665 6355 

Oct 2164 -106 2358 2160 158 8.945 

Dae 2181 -108 24.03 2175 1,412 11177 

Jaa 2198 -108 24.11 2434 207 1554 

TMM 11389 102547 

■ SOYABEAN MEAL CBT (100 tons; Sit on) 

JM 277.1 -3.1 2815 2717 19.430 50,385 

A 09 258.7 -4.9 2545 2585 8384 15.444 

Sep 2315. -4.7 2435 2395 1.139 9584 

Oct 2253 -4 2210 2245 879 10.390 

Dec 2114 -41 2213 2112 1787 20545 

Jaa 2143 -18 2175 214.0 212 2370 

Total 32/480 111331 

M POTATOES UFFE [20 tonnes; Epertorwie) 



SMI Day's 


0pm 

’ ■ Of 

SOIL IP 

E(5/tamte 



prtca donga Iflgb law 

VM 

M 


Sett 

Day's 

Opm 

■ay 

lino -145 111® 117.70 

413 

7® 


price 



Jm 

11140 -0.40 111® 117.70 

139 

3548 

Jm 

172® 

-5.75 17125 171.75 

9883 23,777 

JM 

118.40 ■ -035 11850117.® 

4772 34.1® 

JM 

17100 

-550 177® 17Z75 

3®3 13®4 

AM) 

11585 -1® 111® 11530 

1® 

1541 

Aag 

17535 

-5® 17125 175® 

1,170 7596 

SMI 

111® -115 114.15 113.10 

1.4» 

8502 

Sep 

177® 

-5® 180® 177® 

1® 3®0 

Oct 

11230 -085 111® 111® 

1 

i860 

OM 

17175 

-5® 181.75 17175 

772 4,634 

Total 


8332 90/484 

He* 

18450 

- 18S® 184® 

- 1522 

PRECIOUS METALS 



Total 



153» 67/422 

■ LONDON BULLION MARKET 



■ NATURAL GAS NYHBC (10JW0 nri&L: SftnnKL) 


He* 

58.0 

- 

- 


_ 

11 

JM 

Ur 

1085 

- 

_ 

_ 

_ 

_ 

Oct 

Apr 

1175 

+35 

120.0 

117.0 

79 

8® 

Dec 


1298 

+15 

— 


_ 

_ 

Mar 

TBtri 





79 

816 

May 

■ FREIGHT (BffFEX) UFFE (SlCWndex pdrtj 

JM 

TMM 

May 

1282 

-4. 

12® 

12® 

- 

538 

■ Ol 

Jon 

11® 

-20 

1305 

12® 

5 

480 

JM 

1115 

-23 

11® 

1110 

1® 

1.096 

JM 

Oct 

13® 

-15 

13® 

13® 

5 

531 

Sep 

Jm 

1340 

-10 

- 

_ 

_ 

57 

W* 

Apr 

1375 

-10 

_ 

- 

- 

_ 

Jm 

Totrt 





112 

2582 

Ha 


Clam 

Pie* 





May 

HR 

191 

1291 





Tab! 


■ COCOA QCCO) (SDR 1 s/tonne) 

■ay 23 Prtca Praa. day 

DM* 1137.76 114182 

n COFFEE UFFE [5 tomes; S/tonne) 

May 2005 -1 2005 1995 33 28 1 

JM 2102 +18 2102 2065 1838 25330 

Sap 2124 +26 2125 2078 1.605 17.425 

■ 0 * 2131 +26 2129 2085 238 6564 

Jan 2111 +26 2084 20G5 43 2503 

■hr 2086 +26 - - - 343 

Tab! 4J55 52572 

■ COFFSE tr CSCE WOCCtaz. canteribe) 

JM 274.30 +17.45 275.00 25140 3384 145B4 

Sap 237.50 +11.45 23850 234.75 1591 7315 

Dec 20135 +5.75 20120 195.00 533 4332 

Mar 186.65 +190 18730 182.75 204 2336 

May 17100 +100 17100 17100 35 422 

JM 17230 +100 17100 16930 20 143 

Tom 5370 21888 

n COfFEE (ICO) fUS egnts/froung) 

May 23 Pra*. day 

Comp tJatfy Ya 187.56 

15 day awraga 1 n la 17559 

■ WHITE StKSAfi UFFE (50 lomas: S/tonne] 

Ado 3205 -05 321.0 32H 2532 12594 

Oct 309.1 -1.2 3105 309.4 310 6380 

Dac 306.6 -05 307.0 307.0 27 1327 

Mar 306.7 -15 307.5 3075 27 1584 

Hoy 3016 +13 307 4 307.4 10 699 

Aag 3015 +12 307 3 307.0 240 459 

Total Z3J7B 

■ SUGAR 11’ CSCE miOOOfca; centarib^ 

JM 11.16 +105 11.17 11.04 4.225 74545 

Oct 1034 +103 10.94 10.84 1524 44,873 

Mar 1189 +104 1050 10.81 1392 3595 

May 10 80 +105 1050 1174 333 6566 

JM 1173 +106 10.70 1170 106 2591 

Oct 1164 +006 1051 1151 4 560 

TotM 1980155384 

■ COTTON NYCE (50.00ab3; cents/ttsi 

JM 7237 +0.66 73 00 72.30 1,677 36560 

Oct 74.45 +162 74.55 74.00 265 4,017 

Dae 75.13 +0.49 7550 7455 870 25540 

Star 7140 +150 75.40 7100 176 3.738 

May 77.15 +155 77.00 7750 45 969 

JM 7745 +140 77.45 77.15 21 340 

TMM 3,105 73540 


■ PORK BELLES CME (4On00fca; ccnts^ 

May 91500 - 92500 91800 113 41 

JM 91500 -05 92575 91550 T516 6573 

ABO 91525+0.12S 91.600 90450 488 1,751 

Fed 77500 -115 77500 77500 78 404 

Mar 71400 -195 77.125 77.125 1 9 

Total tja; »au 

LONDON TRADED OFTIONS 

Strflca prtca S tome —Cals — —Pots — 

■ ALunauM 

(99.7%) LME Jun Sep Jun Sap 

1500 125 143 - 10 

1800 31 73 5 38 

1700 29 75 93 

■ COPPER 1 

(Grade A) LME Jun Sap Jun St* 

2400 178 141 - 67 

2500 86 90 0 114 

2600 24 53 47 176 

■ COFFEE UFFE Juf Sap Jul Sep 

2000 153 283 51 158 

2050 123 262 71 188 

2100 97 246 95 222 

■ COCOA UFFE Jul Sep Jul Sep 

1000 34 72 16 35 

1025 21 58 27 46 

1050 11 48 42 58 

B BRENT CRUDE 

IPE Jun Jul Jun Jul 

1900 01 - 37 - 

1950 35 73 - 88 

2000 22 51 

LONDON SPOT MARKETS 

■ CRUDE OtL FOB (per bana| +or- 

Oubai 51856-850 -0435 

Brant Blend (dated) $1957-950 -0535 

Brant Blend (JuQ 51954-127 -0.745 

W.TX 52059051a -1750 

■ OH. PRODUCTS NWEpranpt deftery Off (tonne 


CROSSWORD 

No:9,386 Set by CINEPHELE - ' ri 



Zstands for the same word wherever it appears ia the 


7955 -1.75 81.80 7160 690 11092 

6220 -155 63 60 8200 156 7.184 

M.75 -130 86.00 84.90 38 3,468 

8725 -150 88.75 8725 45 1«6 

89.75 -125 9100 90.00 23 1,047 

92JJ0 -12S 9250 9200 13 273 

878 21711 


(Prices auftafiad by N M RothachOd) 


QokifTroy 02 ) 


E eqvrtv SFr equN 


210.058 485.024 
210.600 487.193 


Close 343.7MU20 

Opening 342.70-343.00 

Morning ft* 34355 210.058 485.024 

Afternoon fix 34185 210.600 487.193 

Day’s High M3504455 

Day's Low 3427834300 

Previous dose 34278343^0 

Loco Ldn Metro Gold LentSng Rataa (Vs USS) 

1 month 454 8 months 4.7B 

2 monms 453 12 monttis 161 

3 months .452 

SHwar Rx p/troy oe. US cts equrv. 

Spot 290.90 474.75 ' 

3 months 295.05 48a?0 

6 months 23950 486.70 

J ywr 30855 499.80 

GoM Coins 5 price £ equiv. 

Krogenand 342-344 210-211 

Maple Leaf 

New Sovereign 80-83 49-51 


1 AM Day's Opoe 

prtca donga Mgh Lear VU H 

Jm 2385-KL080 2385 2275 27,773 21^05 

JM 2370 +0.076 2370 2280 10245 39740 

Ana 2350+1054 2355 2280 25Z7 20545 

S«p 2520+8.039 2330 2270 2315 16548 

Oct 2335 +1042 2330 2275 2195 19520 

*or 2415+0029 2430 2360 1,178 7.924 

TdtM 49,19212401 

■ UNLEADED GASOLHE 

ItUiEC (42500 US gWB.; BUS gate.) 

Latest Day’s Open 


p/troy cel 

US cts equrv. 

Jm 

65® -1® 

66® 

6110 16855 23®7 

290.® 

474.75 ‘ 

JM 

63.15 -1.75 

84® 

62.10 10,757 37.499 

295.05 

480.70 

Alq 

81® -167 

63® 

61® 2®5 10.1® 

23950 

486.70 

Sap 

®® -175 

61.70 

60® 788 4®9 

308-25 

4®.® 

Oct 

3140 -1® 

5840 

58® 1® 1242 

$ price 

£ equiv. 

■o* 

59® 

58® 

59® 10 1585 

342-344 

210-211 

Total 



31®G 81523 

80-83 

48-51 






FUTURES DATA 

fit tubeos data suppSed by CMS. 


Minor metals 

Price from Friday. European frag maritaL 
from Metal BuOedn. 5 per Si *1 warehouse, 
unless oth e rwi s e stated (last week's In 
brackets, where changed). Antimony: 
99.6596, S par Kama 2,150-2^50. Bis- 
intrtiE rrfn. 919996. tonne lots 24M.70 
{3/40-3.70). Cadmium: rrfn. 995596. cents 
a pound. S5.00-60.00 (50.00-60.00). 
Cobalt MB free market, min. 99.8%, 
24.50-25.50 (24.50-25.75); min. 99.3%. 
21.25-22.00 (21.80-225(9. Merewy min. 
99^9%. S per 76 b flask. 158-188. Molyb- 
dotnan: drummed molybdfc codda. 4.60- 
4.70 (4.45-4.80). Selenium: min 99.5%. 
230480 (235-290). Tungsten om stan- 
dard min. 65%. S par tonne unit (10kg) 
WO, df. 45-55. tonadhaiE mki. 96%. ClF. 
3.75-3.83. U ra n ium. Nuaxco unrestricted 
exchange value, 11.25 (11.50). 


VOLUME DATA 

Open interest and Volume data shown lor 
cont ra ct s traded on COM EX, NYM0C. C8T. 
NVCE, CME. CSCE and IPE Crude 08 are 
one day in sneers. Vahane & Open Interest 
totals are far el traded months 

INDICES 

■ Routers [Base: 18/9/31 - 100) 

May 27 May 23 month ago year ago 
19B0.7 2015.5 1966.4 2126.7 

■ CRB Futures (Base: 1967 ^ 100) 

Mey 23 May 22 month ago yaarago 
251^1 25133 

■ QSa Spot (Base: 1970 = 100) 

May 23 May 22 month ago year ago 
200.75 200.92 193.19 21085 


AhnWilum 

-1525 

to 

754.135 

Akrrtrtum etoy 

-440 

KJ 

81,980 

Copper 

-660 

to 

137.035 

Lead 

-250 

to 

117.625 

Nickel 

-312 

to 

- 50,070 

Zinc 

-2.775 

to 

425.725 

Tin 

+40 

to 

11,135 

■ 



V 


Premium Gasoline 

5217-219 

-5 

Gas 08 

$173-173 

-7 

Heavy Fuel OB 

578-80 

-1 

Naphtha 

5184-187 

-4 

Jet fuel 

5190-192 

-55 

DiaaM 

5179-180 

-75 

■ NATURAL GAS (PencMthemfl 


Barton (Jun) 

11.2-11.4 

-02 

RWrotoum Argu 3. W. London (0171 1 350 B1W 

IPE (Jun) 

11.420 

-0030 

■ OTHER 



Gold (per troy oz)$ 

S343JS 

+150 

SBver (per boy oz)A 

475.00c 


RaOnum (per troy at.) 

*38100 

♦1150 

PMtadkjm (per tray oc.) 

*177® 

+7.10 

Copper 

125.0C 


Lest (US prod) 

45J10C 


Tin (Kuala Lumpur) 

J4.15r 

->052 

Tin (New Yorh) 

267 S 

-25 

Cattle (Bve weight) 

9157p 

-157* 

Sheep Jve wer^rtj 

129.94P 

-155- 

Pigs (live weighty 

pg,gpp . 

-7.1 V 

Lon. day sugar (row) 

5271.70 

40.90 

Lon. day sugar (wte) 

532180 

+050 

Barley (Big. feed) 

Unq 


Maas (US No3 YMfaw) 

Cl 08.00 


Wheal (US Darit North) 

Unq 


Rubber Uai)V 

72. SOp 


RUbtw (Jupf 

72£Op 


Fbteber (W.RSS Nol) 

282 At 

+25 

Coconut OB (Ph8)§ 

670. Oy 

+105 

PMm 08 (Malay J§ 

5400* 

-10.0 

Copra (Phfl)§ 

542 lOy 


Soyabeans (US) 

2145 

-15 

Cotton Ouflodc'A’ index 

7a30c 

+055 

Wodtopa (64s Super) 

410p 



ACROSS 

1 Southern duck, once the+ 
solver’s, becomes furtive 
(8) 

5 A woven fabric whenever 
one likes? (2,4) 

9 Clue for •‘dray”, out of 
which to keep developers? 
(4.4) 

10 A cross on a T works like a 

charm (6) 

12 The man in red? (5) 

13 Scheme acquiring gold 
from file rinPma (9) 

14 Z initially frozen stiff (6) 

18 Enforcer of tribute to for- . 
mer Thespian (7) 

19 Tell what happened when 
the voting was close (7) 

21 Weep about the woman get- 
ting the fruit . .? . ■ 

23 rm bads with a divine old 
flame who’s in the retail 
trade (9) 

25 Only F turned to Z (2^) 

28 Hill relieved by Z (6) 

27 Runner, a Catholic, takes 
one on with force (5) 

28 Write your name again and 
call it quits (6) 

29 a land ^th little 
tune for a riparian dweller , 
Gw 


£ par toms irias stfanriM MMKL p carafes, c cwtsfe. 
r m MdajMai cenMg. w Jun jr MqfttwV z Jul 

Untan RiydcM fi OF RMmfcm. f 6M reW dare. * 
otdrqa on «e*. f9*s«d on 1260 head ef pb* *ML 


DOWN 

1 All right then, weep ova: 

link-up (3.9.9 ) 

2 Odd three hundred in tree 

o °dd (9) 

3 HenZ?(5) 


4 For writing a stiff note to • 
' the' vet? (4JJ) 

6 Z where rage was corro- 
stro?(a>.-. 

7 Eyot has a . tenant (5) * 

8 Of -bo oks: take a small one - 
from its room smd. replace 
wifh a Lawreice (© 

11 Z, the last one (4> , 

IS Sops and fish - , voy hard 
on cine. (9) . ■ ; 

17 Comparatively econ omica l. 

with bite <& th$ troth, if a 
row follows (9) 

18 He can put one In the ring" ' 

or higher (8) . ' 

20 The enemy of a Z? (4) 

21 Province with a footballer 

(7). • • ' : * ' • ; 

22 The ugly . duckling ■soumlff'- 
r like alittie «eal (6) *. *• > - 

24. G ame that’s a -fiddle. -from.-' 
the bottom n pwante (5) 

25 Tteder? Keepiold orwotte 
may follow. <5) 

; Solution 9^86 
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1 Q G! fi Cl E B □ 

sanaaoc sraHanco 
a ti □ hi n! 
□aans racaEDOGOhil 
□ b a a s □ 
imicaQasHH ldheohJ 

[H O □ Q 0 

gniaifiiTiaa sasuncirinnS 

□ a H 13 0 3 0 o 
paDnscinna raanranj 
0 o a a h h □ □ 
paBnoDQnfjPinQBQ 
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~ FT MANAGED FUNDS 

FT CttySne Unit Trust Prions are available over the telephone. Cafi the FT ChyOne Help Desk on t*44 171) 873 4378 for more (Walls. 
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The Financial Times plans to publish a Survey on 

Argentina 


on Tuesday, July 1 


For fiurttier information, please contact: 
Michael Geach in New York 
Tel: +212 688 6900 
Fax: +212 688 8229 
or Selina Lknente in Argentina 
Tel: 541 393 2480 
Fax: 541 393 4461 
our usual Financial Times representative 
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LONDON STOCK 




Footsie hitches a lift from financial stocks 




MARKET REPORT 


By Phfflp Coggan 
Markets Effitor 


The FTSE 100 index looked, 
briefly, set to record an all-time 
closing high yesterday, until a 
weak start on Wall Street caused 
shares to come off their best 

By mid-morning, the leading 
index bad risen 30-6 to 4,692.4, 
just shy of the 4,693.9 mark at 
which the market closed on May 
16 (the intra-day high, recorded 
on the same day, was 4,723.7). 

Last Friday’s record close on 
Wall Street and a firm perfor- 
mance on continental European 
markets on Monday helped to 


bolster early sentiment. There 
was little in the way of domestic 
economic or corporate news, save 
for some poorly received figures 
from EMI, and there was a 
slightly subdued air to proceed- 
ings after the long weekend. 

The market’s rise was not that 
broadly-based, however, with 49 
Footsie stocks falling and 43 ris- 
ing on the day.- Leading the pack 
was the financial sector, with 
optimism about the Halifax 
flotation feeding through to the 

ha Tike and a similar ahnnt. 

Norwich Union helping insur- 
ance stocks. 

Mr Robert Buckland, UK equity 
strategist at HSBC James CapeL 
said the flotations would be a big 


feature of the next few weeks. 
“Halifax and Norwich Union will 
together make up 2 per cent of 
the AXUShare.” he pointed out 

Later on, figures from the US 
showing that consumer confi- 
dence was at its highest level for 
28 years, caused shares to fell on 
Wall Street, as fears revived that 
interest rates would need to be 
raised to head off inflationary 
pressures. An early decline in the 
Dow Jones Industrial Average, 
which was 22 points lower by the 
time London closed, caused Foot- 
sie to shed part of its earlier 
gains. 

The leading index closed up 
19.8 at 4,681.6; but there were 
much smaller gains far the other 


benchmarks. The FTSE 250 index 
added just L3 to reach 4,508.0. 
while the SmaECap inched up 0-4 
to 2^00.2. The post-election rally 
has tended to be focused on the 
larger stocks. 

The' US economic statistics 
pushed the yield on the 30-year 
Treasury bond above 7 per cent 
during London trading yesterday. 
That might cause some jitters in 
the US stock market and should 
prompt some caution about the 
prospects for UK equities, accord- 
ing to Mr David McBain, UK 
strategist at NatWest Securities. 

The domestic bond market 
gave equities no support, with 
the benchmark 1 10-year gilt three 
ticks down on the day. “The gilt 


market has been so ggy in the 
past two weeks,” said HSBC's Mr 
Buckland. “It has given- up 
around h a ff the gains it made on 
the decision to give the Bank Of 
England the freedom to set 
interest rates.” 

Nat West’s Mr McBain said a 
I fapfring factor for UK markets, 
could be that the valuation of 
equities relative to index-linked 
gilts had risen to levels not seen 
since 1987. 

Volume was subdued, with 
many traders tempted by &e 
school half-term break to take 
the holiday-shortened weds off. 
By 6pm, only 607.6m shares had - 
been traded, 52 per cent of which 
were in non-Footsie stocks. 
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Indices and ratios 

FTSE 100 4681.6 +19-8. 

FTSE 250 4508.0 - +1.3 

FTSE 350 226S.6 +7.9 

FTSE AB-Sharr 222351 . +751 

FTSE AIRStwre jieki 3A8- * 3.49 
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FTSE Non-Fins 
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Boat perforating Motors. . - 

1 Banks: Retail ; + 1 -® 

2 Ofc Integrated • -+1-1 

3. Ptrarmaceuticats ; +1-0 

4 Mineral Extraction .+05 

5 Ufa Assurance — +05 


Wont performing SMtors ’ 

1 Overawed bids 

2 Retailers: Food r”“T— .* 

3 Tobacco — . — 

4 Transport — 

5 Etedionfc & Elec — ^*5 


Halifax 
lifts the 
banks 


By Peter John and 
Joel KIbazo 


Banking shares spearheaded 
the market’s rise ahead of 
the flotation of the Halifax 
banding society next week. 

Reports in the weekend 
press that suggested Halifax 
would start to trade at 
around 700p a share were 
backed by financial book- 
maker IG Index, which was 
yesterday taking “buy” bets 
at 705p and “sells” at 715p. 

IG offered its initial quote 
on Halifax last Thursday 
and, over the past three trad- 
ing days, has seen the bid 
quote rise almost 7 per cent. 

Mr Giles Wilkes of IG said: 
“It does look as though we 
are getting both kinds of 
business at this level." But 
he added that IG’s Alliance 
& Leicester quotation opened 
at same 10 percentage points 
below the float price. Also 
dealers expect a further 
surge on flotation and some 
were arguing Haiifa-v could 
hit 800p in the short term. 

All the Halifax proxies 
were sharply higher. Lloyds 
TSB rose i8Vi to 636%p, Bar- 
clays 32!4 to £12.71, Royal 
Bank of Scotland 16 to 
628 Vip and HSBC 4014 to 
£l8.84 1 /ip in the ordinaries. 

The squeeze is also having 
an impact on insurers ahead 
of the flotation of Norwich 
Union later in June. Legal & 
General, seen as the closest 


equivalent to Norwich, 
jumped 18 to 481p, the big- 
gest percentage gain In the 
Footsie. 

EMI, one of the world's 
largest music companies, 
registered the day's sharpest 
decline in the FTSE 100. 
tumbling 4 8% to £lL72Vip. 

The retreat followed the 
downgrading of current year 
profit expectations after the 
company pasted final figures 
for the year to March 1997. 

Profits (before exception- 
al) improved 3.6 per cent to 
£380 ,5m but analysts down- 
graded current year esti- 
mates by around £l4m to 
between £400m and £410m to 
take account of the “higher 
than expected currency hit”. 

Plans for the group to 
return about £520m to share- 
holders in a buy-back did 
little to improve sentiment 
towards the stock, although 
one trader said the news had 
prevented a steeper slide. 

Media conglomerate Pear- 
son shed 4)4 to 71TAp. The 
group has been the subject 
* of intense bid speculation for 
the best part of 18 months 
and one broker suggested a 
break-up bid for the group is 
likely to be north of £10 a 
share. However, several fund 
managers think that is an 
optimistic figure, believing a 
predator could win the day 
with an offer of between 
800p and 900p a share. 

Shell Transport bucked an 
ostensibly discouraging envi- 
ronment to hit a new intra- 
day and closing high. Oil 
prices were falling sharply, 
Shell is said to have cut 
crude throughput at its Per- 
ms refinery in Rotterdam by 
about 14 per cent because of 
poor operating margins, and 


one bearish broker reiterated 
its “sell” stance yesterday. 

Nevertheless, the shares 
jumped 20 to £l&09%p. 

On the plus side, the com- 
pany held the first of two 
presentations to analysts in 
the afternoon. And although 
the meeting ended too late to 
influence the stock, it added 
to a sense of fundamental 
qpttmism One analyst said: 
“There is a genuine feeling 
that Shell is changing and 
there is only one way that 
estimates are going - up." 

Enterprise Oil shrugged 
aside news that one of the 
directors had been selling 
shares and added IV* at 680p. 

Rumour-driven Zeneca fell 
sharply in pre-market trad- 
ing as news of Roche’s $llbn 
bid for Boehringer Mann- 
heim put paid to any linger- 
ing hope that the Swiss com- 
pany might be keen on 
buying the UK 
pharmaceuticals group. 


However, the speculation 
had become increasingly 
low-grade and the shares 
recovered to end the day 
only 2 off at £lS.7&Vip. 

The other pharmaceuticals • 
leaders were helped by Fri- 
day's record close an Wall 
Street SmlthKlme Beecham 
lifted 21 V4 to £10.65%P and 
Glaxo Wellcome gained U to 
£L2 lG2%p, its rise softened by 
recent talk that US investors 
have been net sellers. 

National Power was off 10 
in early dealing after Merrill 
Lynch cut Its current year 
profit forecast for the com- 
pany to £790m from £83Qm 
previously. 

The downgrade followed 
National Power's full-year 
figures last week, which 
were below analysts' fore- 
casts. However, the shares 
recovered to close just 3 
lower at 536p. 

Leading defence-related 
issues were hit by first 


FT 30 INDEX 

May g7 May 23 May 22 May 21 May 20 Yr ago -High tow 

FT 30 3002.7 300X0 2997.5 2987.7 2961.8 2793.6 30184 2668-8 

CM. <fw. yWd 3.60 3.66 3P7 3.38 3.7 1 3JB 4X2 3.62 

P/E ratio not 18.14 18.13 iai0 18.05 17.91 1&22 1033 15.80 

P/E ratio nfl 17JK 17.95 17.92 17.87 17.73 18.01 18.14 15.71 

FT 30 tine* compBadore *0i 30106 130307; tow 40A 2 WWW. Bon Etta: 1/7/35. 


FT 30 hourly changes 

Open 9 j 00 1000 11J0 1200 IMP 14JQ 15P0 IMP «gh Low 
3007.3 3008.7 3012J2 3010.5 30012 3007.5 3005.8 3005.1 30009 30139 2909.1 


May 27 May 23 May 22 May 21 May 20 Yr ago 


SEAQ bargains 45,881 45,053 45P22 48.259 40559 33.935 

Equity turnover {Emit NA NA 2761.7 2473JB 13062 

Eqiity bargoknf - NA NA 40,744 39.827 38.912 

Shares traded (mltf - NA NA 689.1 647.1 474.3 

t€xckx*ig Mm-mariort and onvaere tumomr but Induing Croal tunovor. 

O FTSE Inwro da nal LMtad 1087. Al righto named. -For 1907. 


■ London nmtot data 


Rtoos and faHa* 52 Weak ttigh* and knred LHTE Equity options 

Total Rises 817 Total Highs 122 Total c u t mams 25,466 

Total Fads 648 Total Laws 61 Cafe 15.190 

Same 1,612 i Puts 10298 

May 27 “Data based on Equity , shares listed on the London Share Service. 


aHaWdK4nWvMi 


CONTRACTS & TENDERS 


HZ - HRVATSKE ZELJEZNICE - CROATIAN RAILWAYS 

Mihanoviceva 12 
Zagreb, Croatia 


Considering the Statutes on Goods and Services Purchase and Contract Award Procedures (National 
gazette no. 33/97 of March 28, 1997) HZ-Hrvatske zeljeznice (Croatian Railways) are inviting 
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INTERNATIONAL TENDERS FOR 

DELIVERY AND ASSEMBLY OF THE GROUND-TO-TRAIN RADIO SYSTEM 
ALONG “LEKA” RAILWAY LINE 


I The purchase objects are: 

Estimated equipment for the grouod-to-train radio system 

1. Radio dispatching center pcs S 

2. Base station pcs 54 

3. Tandem Distributor pcs 5 

4. Base station box pcs 54 

5. Antenna mast pcs 54 

6. Antenna cable km 1.7 

7. Telecommunications cable km 5.4 

8. Power supply cable km 49 

9. Antenna pcs 108 

10. Mobile equipment pcs 70 

11. Lenidy coaxial cable km 5.6 

The ground-train radio exchanges are located in Ostarije, Gospic, Knin and Split. 

Q Tenders are invited from companies with successful quality insurance system provided with 
ISO 9000 standards' certificate issued by authorised independent institution. 

SQ The bidding companies should be able to supply credit in 100% amount for designing. 

necessary measurements, equipment delivery, assembly and setting the system in motion. 

IV The tenders should be prepared considering the bidding documentation that can be obtained at 
HZ - Croatian Railways. HZ - Infrastructures, Department for Signalling and 
'telecommunications. Tig kralja Trams lava II (first floor, room 102). Zagreb, Croatia (phone 
+385 1 18 31 05, fax: +385 1 18 28 05) with preliminary payment in the amount of 3.600 Jan 
on the giro account no. 30101-601-85044 at Privredna banka Zagreb or 1000 DM on the 
foreign currency account no. 30101-620-37-7000280-01S2800-I21474 at the same bank. 

V The tender has to contain: 

1. Individual and total prices of the equipment and work. 

2_ Spare equipment and spare parts for two years' maintenance. 

3. Tools and instruments for current maintenance, testing and measurements. 

4. The bidder's references for delivery and assembly of the tendered equipmenr to the railway 
companies members of UIC (International Union of Railways) and to HZ. 

5. Spare parts catalogue in Croatian language on floppy discs. 

6. Guarantee period for equipment, work and system. 

7. Payment and loan conditions. 

8. Sections of the ground-to-lrain radio system accomplishment. 

VI The tender with more acceptable loan conditions regarding grace period, interest rare and 
repayment period will be pr efe r red. 

VII The tenders should be sent to the following address: 

HZ-HRVATSKE ZELJEZNICE 
HZ-INFRASTRUKTURA 

Eiekirotehnidd poslovi 
Tig kralja Tomislava 1 1 ft 
10000 Zagreb, Croatia 

VIE The lender should be scot in double sealed envelope. Both outside and inside envelopes should 
have visible sign: 

HZ-HRVATSKE ZELJEZNICE 

HZ-INFRASTRUKTURA 
Elektrorchmcki pcskm 
Tig kralja Tomislava II/l 
10000 Zagreb, Croatia 

- “NE OTVARATl - DO NOT OPEN - TENDER FOR DELIVERY AND ASSEMBLY OF 
GROUND-TO-TRAIN RADIO SYSTEM ALONG THE UKA RAILWAY LINE" 

- Along with the inside envelope the outside envelope should contain the bidder’s address 
(for die return of tenders that come whh delay) 

- The tenders should be written in English or Croatian. 

DC Only the tenders received by 11.00 on the 7th July, 1997 will be taken in consideration. 

X The opening of the tenders will take place on 7th July, 1997 at 12.00 noon at HZ-Infrastructirre 
headquarters, Zagreb, Tig kralja Tomislava 11, room no. 102. 

XI The results of foe bidding procedure will be sent to bidders within 30 days. 
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General Motors Corporation 

Notice is hereby giiea ihn resattmj from 
he oofpoiBfkn's dec lar ation of a dividend 
of SQJO (gras) per share qf fee cofflinea 
(lock of (he corporatioa payable on 
10 June 1997 there will become dot in 
respect of Ow bearer depository receqss a 
gnw dtetnbuhon of 2J0 cents per uuu. 
The depoailaiy will give fretha notice of 
(he sterling equivalent of the nei 
ditfr jhii— 1 per mil payable on and after 
die 17th June 1997. AO claims mufl be 
eec n ap a nicd bv ■ completed dam fbnu 
md USA mx fedantiat obainabte Iran 
the depositary. CUinunu other dm UK 
banks and members of the Stock 
Euhaoge rant kxige tor beater depotil 
rrc cip c for mmting. Postal claim cmn 
be accepted. 

BanJap Bank PLC 

BOSS London Counter Service*. 

S Angel Court. London EC2R 7HT 




round results In the French 
general election. The tear is 
that a victor; for the left 
would threaten privatisation 
of ThamsonrCSF, the defence 
electronics giant 

UK defence specialists had 
expected a privatised Thom- 
son to link up with a UK 
group, helping consolidate 
Europe's defence sector. 

Shares In British Aero- 
space shed 16 to 
while these of GEC eased 4 
to 354p. Problems with the 
Trent 700 engine saw 
Rolls-Royce fall 8 to 242%p. 
Smiths Industries closed 3 
off at 763 V4p as it hosted an 
analysts' visit to its plant in 
Cheltenham. 

BBA Group improved 8% 
to 329%p, following a Merrill 

broker upgraded its recom- 
mendation from “neutral" to 
“accumulate” saying, “We 
believe BBA can sus tain 
earnings per share growth of 
15 per cent per annum." 

Among football stocks, a 
dark cloud descended over 
several issues in the sector. 
Sheffield United, which 
failed to gain promotion to 
tho Rn gtiab Premier League 
at the weekend, saw its 
shares slide 20 to 45p, while 
those of Southampton Lei- 
sure, owner of Southampton 
football club, surrendered ll 
to 90y,p following news of 
the resignation of the club's 
football coach. 

The poor sentiment in sev- 
eral football-related stocks 
spread to Newcastle United. 
The shares gave up 2% to 
li4p. However. NatWest 
Securities, the company bro- 
ker. yesterday urged inves- 
tors to “add" to holdings. 

It believes that “signifi- 
cant upside across all major 
revenue streams and a qual- 
ity of earnings which sets 
Newcastle apart from the 
majority of its peers sup- 
ports a positive investment 
case". 

In retailers. Boots was a 
talking point as reports that 
the group may be p lanning 


to return £400m of cash to 
shareholders did the rounds. 

Tbe speculation followed a 
weekend press report and 
rumours in the market 
suggested the coinpany may 
move quickly in an attempt 
to pre-empt likely tax 
changes. Boots rose 12 to 
725p. 

Talk that British Airways 
is p lanning an acquisition in 
Italy was dismissed by lead- 
ing analysts. However, the 
shares stm managed a 14% 
decline to 7llp on the 
rumours. Volume was 3.4m. 

Flextech. the cable and 
satellite television company, 
tumbled 26 to 560%p as one 
newspaper report high-' 
Righted- tension between the 
franchise operators and 
programme suppliers.'. . 
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Highs & Lows shown on a 52 week basis 
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W* *% -% 
S1% 31% ft 

82% 84 

17% >8% ft 


18V »H ft ChM 

9+ ivMi • t (HM8 1* to* 

28% 25%fa8fax 154 5uB 14 96 26% 26% 26% 
29% 15% BBS HO 28% 28% 28% 

20% 19% BS 17 1838* 186 78 2$ 20 19% 19% 

8% 7%BEASe4 072 08 343 s8% 8 8% 

9% Sfedtat 081 86 19 9% 9% 9% 

34 2BBaarSU OH 19 7 1949 32% 31% 32% 

SS*Z7% Bartel 094 10 M 147 32% 31% 32% 

47% 37BrttaWkX B£0 12 17 446 46% 46% 46* 

51% 42% BectnD oa 1.1 21 2B15 49% 48% « 


890 29% 28% 28% 

® a 19% 19% 
343 s8% 8 8% 

19 9% 9% 9% 


a 17% Acphsta 10 a 20% 20% 20% +% 

66%56%ACEUI 088 1.4 10 032 62% 61% 62 ft 

10% lOACtfetfhi 0» 83 IT 372 10% 10% 10% -% 

7% 74CMBQPP 083 14 239 7% 7% 7% ft 

9% 9%ACMIttO 090 92 321 9% 9% 0% ft 

10% 6% tans Bod 13 6% 6% 6% 

x wanm 19 is* is% .15% 

17% UAtmm 31 727 17% IB* 17% ft 

37% 27% AttfdUX 080 22 17 1W 36 85% 35% 

29% 21% teas 11M 28% 25% 3% ft 

21% 19%MbbE«X 085 28 1 453821% 21% 21% ft 


67B3%0aneUCP 420 06 20 

75%59%M 288 32 133125 


5% 3% Parts 
43% 33tas*x 
70% 48NSOVO 
«% 73 Ban 

5D37%MKfX 
31% 19%AflC0 


48% 24% AMR I»4 «% «% 42% +1% 

17% 1D% Mint &P 083 02 12 29017% 16% 16% -% 

14% 11%MnK IB 322 14% 13% 13% ft 

75% 81% Aegon?* 1.45 1J21 2 Hd 7B% 74% 75% ft 

5% 3% Parts 2S6 3% 3% 3% 

43% 33ta*4fx 080 18 12 873 42% 42% 42% -% 

70% meson dura* tb% to* ft 

PR* 73 Am on 085335a 95% 94% 95% +% 
50 37% ABnf X 0.46 08 17 3QBB ifiO% 49% 48% -% 

31% 19%AflC0 004 01 12 d 30% 30% 30% ft 

21% 16%Aa.fax 188 68 13 507 19% 18 19% -% 

45% 32 AtaniK 088 22 283309 40% 39% 39% -% 

77% 66% MAC 180 18 21 1Z7B 76% 75% 7B% +% 

38% 22% Aktncftt 030 OB 18 1015 3B% 35% 35% -% 

aftlfttog*? «25B0 17% 10% 17 ft 

17% IDMtatt 143221 6 H» 11% IT 11 ft 

29% 22MTdl 6716218 27% S% 28% +1% 

27* 20*MttiMr 9 427 25% S 25% -% 

24% 19* Atony K 042 18 13 100 22% 2% 2% 

24%14%ABOMla 026 12 14 209 18% 18% 18% 

30% ZSftABCU On 07 21 734 29% 29% 29% -% 

3% 20WGM 020 00 IS 161 2ft 24% 25% -% 

37% 30% Ann 084 18 16 5134 33% 32% 33% ft 

38% 30% Matl i 080 1.7 152416 36 36% 35% -% 

68% «%Nxdn*i on 18 11 011 68% 64% 66% ft 
31% 25% AkegP 1.72 6.7 13 35S 26 25% 25% -% 

29% 21 AAagTx 084 2521 3410 2S Z* 25% ft 

27% 19%Magnc0 0 l 40 18 2Q2B7 20 25% 26 ft 

26% 16 /Am Con 27 632 a 22 23 +% 

38% 25% Akngwx 05Z 1.7 271648 29% 28% 29% +% 


K41 1088 BlMB 
16% 13% BaryPar 
14% 7%BtaBxy 
27% 25%fldiSH 
53% 48% Btifte Pf 
10% 7%BeMt 


BkdftaPfx 880 98 
Bdfi 


77% 66% MAC 
38% 22% AktneRt 
2ftl3%Ah*re? 
17% lOMtatt 
29% ZAkTdl 
27% 20% AbsfaAIr 
24% 10% Atony H 
24% 14% AShmM 
30% 23ft *0/6 
S% 20WC6A 
37% 30% Akto 
38% 30%MaNi 


29% 21 AhgTz 
27% 19% Akaoncs 
29% 16 Aim Con 

38% 2S%AtapN! 


24AbcaQV 2.40 9/4 10 700 25% 


15% 12% Moca 61 
48% 38%AHU>? 
78% E8%AUSgx 
32% 3Q«M>r 
10% lOAknar 

n% 56%A*eta 
36% 29% ABM 
10% 4% Atom 


17% 11% AtytaraiA 016 1.1 


374 15 14% 15 +% 

1/45 3.1 12 60*8% 46% 46*2 +% 

184 1/4 20 3434 b77% 75% 78 -% 

016 05 12 283 31% 31% 31% 

084 01 2 10% 10% 10% 

an 1/4 126123 70% 60% 69% -1 

1.10 34 20 3207 32% 31% 32% 4% 

34 414 8% 9% 8% 


71% 41 BoeSd 

5D%36%B0Mtr 
28% 21% Brawl 
Z7%23%BREPn» 
27% T7Bmatfr? 
50% 42%Bdg& 

16% 10%aratadar 

72% 53%BM*9| 
125% 94% Br Mr 
147% 129% BP* 


40% 32% 4km 
76% 92% Alcoa 
31% 24% Ab* Cp A 


103115 38% 37% 38% 4% 
180 1 8 25 6736 74% 72% 74% 41 
a Ida 29% 28% 20% -% 


6Ao6o*lC* 042 68 94 8% 6% 8% 


20% 18% Aa Pracfe 18 59 19 18% 18% 

7% 5%Aanfif 9S2 0% 0% 6% 4% 

74% 62 Mac* 066 09 9 300x74% 73% 74% 4l% 

29% 21% Ameatlnd 066 23 15 206 24% 24% 24% 4% 

62 47% AndrttB 060 1.1 8 4248 52% 51% 52% 4% 

56 47% MnMrd* 200 38 175626 52% 50% 51 -2 

25% S% An Buna 08228 18 3524% 24 24-% 

43% SlzMSi 240 88 13 14a 40% 30% 40% -% 

71% 53%AflCvr 080 18 17 7412 89% 88% 89% -% 

44% 36* AnGMx 1.40 &2 15 £7B 44% 43% 44 -% 

5% SAmGMtlx 039 731 230 8% 5% 5% 

20 22% Mn tan Pi 210 83 15 170 2S% 25% 25% 

27% 23%AnlMMl 060 29 13 101 027% 26% 27% 4% 

74% 57Aaftn»* 194 22 24 8314074% 73% 74% 

t% ftAnitt* a % % % 

13R%K&*AreH 040 03 206772135% 132% 132% -1 

8% 5% Am Opp Wc 1 1144 7.6 488 6 65% 5% 

11% BAnMEs 050 43 3 148 11% 11% 11% 4% 

48% 39% AtiBir 064 14 Z 217B 45% 44% 44% -% 

22% 1&%An«UrS%XlCS 02 4 20 19% 2D 

24%1B%Antob 076 06 16 231 21% 21 21% 

36%32%«m(Rv in 27 9 315 37% 37% 27% -% 

47% 37%AoSMX 19 613 47% 47 47% 4% ! 

66% 55% Altai 226 15 16 H41 65% 83% 64% 4% 


30%2S%eU)BU 
10%M%ftwn£t 
15% 12Bn«£h 
S%42%flnft* 
62% CVBnFiH 
32% 25% Brtar 
7% 8% BRT 
31%23%BmsNkx 


21% 16% tad Ml 044 20 13 424 £2% zi% 


32% 25%ButoxU 11 799 31% 31% 31% 

44% 40% BndtoaPI* 100 7.0 10 20 43% 42% 43 

S l2%ta1Cotf 13 561 18% 16% 18% 

70% BUM in 10 15 2601 82% 82 82% 

54% 40% Bon 055 1.2 18 1295 47% 47 47% 

15% 11% fkntan ft 1JH 7.5 21 683 13% 13% 13% 


18 B2u30% 


34% 31% 06 Bl 
114% 96% CM An 
87% nh CPC 


in 12 13 878 33% 33% 33% 
B 104102% 101% 101% 
in 13» 21 2234 85% 84% 84% 


10% 1 5% 04 Cap X 056 29 18 274 19% 18% 19% 4% 


53% 41% CSX* U>4 20 1335B8u53% 52% S3 

67% 41 CIS Cap 072 1C IS 15749% 66% 68% -*% 

25% 2S% CAUVh OS 22 19 1972 24% 24 24 -% 

42 27% Cmm 3031871 o43% 41% 43 41% 

2i%cmc on i£ ii m 25% s s ■% 

19% 15% cam 046 x Oio 09 21 1446 19 18% 18% 

37% 3I%Ca6cMflX 1.17 3L2 IS 434 30% 30% 36% -% 

4S 28% Cadocdkga 221301 34% 33% 33% -2% ' 

6% 2%CKRealE 0.10 1C 265 5% 4% 5% 4% 
41% 32Caenersf 3B 950 40% 40% 40% 4% 


47%37%AoSM8 
66% 55% AtaMl 


52% 45%AminH 128 24 13 135o53% 51% 53% *1% 


24% 19% AoaMt 
91% 79% Anna* 


034 1C 14 189 23% 23% 23% 
230 12 155180 88% 88% 88% 


13% 11%Anpafltf 034 27 8 105 12% 12% 12% *% U%10%CdgoaChi 032 22 24 342014% 13% 


28% 21% Aiqnod 18 417 Z7% 26% 27% 4% 

39% 31 ji Antal 1.12 29 16 1467 38% 37% 38 -% 

73 50%tam4 an 05 3212H 63% 82% 62% -1% 

29% ataiaa 201 SB! 26% 28 26% 4% 

21 15% fegto OCB 52 Z 120 18% 18% 18% -% 

45% 40MBK0X OH 22 19 9640 42% 42% «% -% 

17% 12MMT 21 201 1B% 16 16% 4% 

48% 40% Aon Q) 1.04 22 37 614 47% 47% 47% -% 

30% 30% Apste CP On OC 19 2782 35 34% 14% -% 

9% 9% ApaxMHFx 054 06 205 9% 9% 9% 4% 

60% 22% Anting ISISUO 28% 24% 26% 42% 

45% 3B%An3Pl»AX 012 03 16- 162 44% 43% 43% -% 

a I7AnMJH* 020 TC 27 9156 20% 19% 20 -% 

50% 40%AnoO4x 2n 00 15 241 46% 46% 46% -% 

4% 3% Amn 35 3697 3% 3% 3% 4% 

24 21 Ana21P 210 93 4 Z% 22% 22% 

72% 61% Amnflff i 1J5 25 15 7H 67% 86% 87 -% 

59% 51% An»8* 14 1285 57% 55% 56% 4% 

6% 3%ArtnBn> 57 11 4% 4% 4% 

28% 21 Anlnlnd OJB 25 11 1470 27% 27% 27% 4% 

32% 24% Asm* On 25 91321 32% 31% 31% -% 

lftl1%Aste*m 032 23 dBI3% 13% 13% 
47%39%/Wtid* 1.10 23 20 1057 47% 48% 47 -% i 

28% 23% Asad COd > 046 TJ 18 a 26% 28% 29% 4% ! 

13% 11%AataPKF* 009 07 35 11% 11% 11% 

4% 3%AMtkHT 03911.7 5 770 3% 3% 3% -% 


32% 19%Cftij8 040 12 847 32% 2% 32% -% 

33% 2B%CtoqC8 028 09 17 2915 32% 31% 32% -% 

19% T7CMnitOl 040 21 48 429 19% 19 19 -% 

S2%a%CngAE 077 13 32 9390 47% 47 4T% •% 

1 %CtatiM 112348 % U ft 

27%22%toAc 032 12 M 5206 2B% 28% 26% % 

44% 31% CapOwfte 032 1C 13 83S 32% 31% 31% •% 

18% 14%Cpnn28* 126 74 173 17% 17 17 

25% 19%ClpmiBB 232 9J 9132B 23% 23% 23% 

e%51%cmm OIO 02 471S1H 57% 57% 57% -% 

35% 27 Cato X 040 1C IB 478 30% 30% 30% 4% 

35% 28% Cntiotf 17 148 35 34% 34% -% 

39%31%QmM 044 12 10375 38 37% 37% +1? 

38% 32%CBf>IL 138 5 l5 14 1324 34% 33% 34% 

43% 34% OUT x 122 10 12 480 43% 42% 43% 4% 

17%12%CaMMfx 016 1C 28 631 16% 16% 16% -% 

17% 15%CUCtiHG 096 01 10 141 15% 15% >5% -% 

62%48%C»Cp« 020 03 1322H 58% 3 58% -% 


59% 51% AnaS* 
6% 3% ArtnGfp 
28% 21 AniHM 
32% 24% Asm* 
13% 11% AricKOH 
47%39%/Wtidx 


35% 27CMDBX 
35% 23%CtialcBf 
39%31%QmM 
38%32%CBPSL 
43% 34% CpOtlT x 


17% 12%CBMWfX 016 1C » 631 16 
17% U% COKtibG 096 01 18 141 15 
62% 48%CaGp# 020 13 13 Z296 3 


10% ■ Cask Anar 005 05 17 634 
16% 13%CSA6Ck 3 


90% 72% cm 
41% 27% ca cap 


005 05 17 634 10 0% 9% 4% 

a 14% 14% 14% 

150 15 126SD 96% 96% 97% 4% 


17 571 36% 88% 38% 4% 


42% as%cmrar 250 00 13 os «% <t% 41% 


11% 9%CHCfl on 75 11 530 10% 10% 10% ■% 

42 33% cm on OS 11 743 41% 40 40% -1 

83%29%Ca*Htol 212 65 10 90 32% 31% 32% 

a«%CHtloi 156 62 12 78 25% 25% 25% 

11% lOCatiUn 190 11 B 384 11% 11% 11% -% 

59% 43% Coming 076 1 222 137 o60 59% GO 4% 

13% 10% CaarVhxt on 82 7 2» 11 10% 10% -% 

29 lacntswx 1.74 85 10 4870 20% 20% 20% 4% 

33% 29% Contain 037 12 13 890 30% 29% 30% *1 

42%S%Cati»f 24 1602 36% 38% 38% -% 

20% 13% Qtipeitf 16 1702 18% 18% 19% 4% 

5$B«1%Orata 020 04 1883 50 49% 50 

i5% ii%aapai*x an 12 11 252*15% 15 is% -% 

7% 4%CtotH» 517 *7% 0% 7 4% 

110% a4%0nU 248 27 1218013 94% 03% 93% 2 

1% %Qnaafi 20 % % % -A 

24% 9%CM£y .002 Ol 203198 15 14% 15 4% 

37% 31 Owned 208 55 13 599 37% 36% 374% 

35% 27%Owpa» On 24 41 371 34 82% 33 -I 

73 61%CbNmx 232 13 166*10 70% 69% 70% -% 


a 33%AufWtoAx 040 09 172079 46% A^ 45% -1% 
30%AI*T 122 15 11B9BSQ 87% 37 37% *1% 

349>j 300A9flfcb2X 160 05 d 848% 3*8% 348% 

0 8% ACtiSae 8 d 8% 8% 8% 

17 % ib Am Ear 154 bc 13 310 »% ms 10% -% 


29 IGCtrtSWx 


070 4C 13 2301 144% 142% 143% 

U tiAta 166 « I 5S 

B% Z% AtaosEnf x 1.00 *2 19 128 23% a 23% 4% 

9% 8% Autria Fd 013 12 807 u3% 9% B% 4% 

49%39%/WWa 046 18 a 38J7 u49% 48 « 4% 

27% lB%A0MEn 21 8479 24% 28% X •% 

27% 15%Ama> d 794 2B% 25% 26%4l% 

15 5%Ati4 37 593 14% 14% 14% -% 

64% 55% Ana 050- 09 14 1019 B3% 62% 68% 4% 

63%50%/Wr* 12E 20 a 9098 63% 60% 63% 42% 


11% B% Cap 050 45 41 11% 10 

14% 6% /Star 14 880 7% 6 


33% 2B%CatitfH 

«%a»zctid4 

2D% 13% QagEnt! 
5D% 41%Chm 
i5% n% Omni 
7% 4% Chert Hn 
na%04%O»U 
1% %Qarafi 
24% 9%CW«r 
37% 31 Owned 

35% 27% OwapSSfe 
73 61% Owen 1 
24%20%<MeMf 
15% lZ%CHMF«d 

16% 12%Ok|Br> 

6% 4%0ndiM 
(4%38%CKM 
35% 25%£Mrtn 
36% 28% CUT* 
62% 51% CMC 
178*134% <*»} 


40% X BBSTCp 150 27 15 JO 39% »% 30% 

27% a BCE 30OT0«Z7% 27% 27% -% 

7% 6% tanco an 27 8 37 7% 7% 7% 4% 

18% 16* BatarFeax 027 25 »u!B% 16% 1B>2 4% 

41% 32% OHM* 048 12 2510382 37% 38% 37% -% 

28% 24% Bader (fc 046 1.7 21 1 1B 2B% 27% a -% 

28% 23% BdQi 050 21 866d8% 3 29% 4% 

21% I7%aw 005 03 19 10BB 19% 19% 19% -% 

a24%BtiS in 01 12 901 29% 2ft 36% 4% 

49% 39% taOM 152 35 12KMM 42* 42% 42% -% 

73% 52% BradS V 157 23 3103 72% 72 72% 42% 

17*12%0CH 030 15 55 44 17% 17% 17% -% 

17% 13B0>ADR 034 20 13 413 17% 17% 17% 4% 

51% ffitadm in 20 14 4i 49% 49% 49% 4% 

S3* 95%BbMbx 244 21 1511061117% 114% 114% -3% 

43%a%SmhNY 198 ZJ 16 6KB 41% 41 41% -% 

18% 13* BUI AON x 006 03 828 18% 18% 18% -% 

50»**T%ta*AniAx 325 OB 7 49% 49% «% -% 


__ 055 26 391 uW* H% 24% +% 

l5%l2%CHwfwd CMOS 1VA«15% 16% 15% *1 
16% 12%CM|Brx On 13 818 15% 15% 15% 

8% 4*Qnttta 12 191 S* 5% 5* 

44* 38*ChCM 17 585 42% 41% 41% 

3S%25%Oxb8n 29 7 34* 34% 34* 4% 

36% a%OlTd in 45 621998 33 32% 32* *% 

62* 51% Chtil 1.18 1C 10 3DB0 60 59% 59*2 -* 

f73*134%CMnf 132 15 11 1298 SI 74 172173% -% 

8* 8%0graHlx 051 95 207 8% 8% 8% 

40% 35% Octxp hlx 246 6.4 19 55 38% 37% 38% .% 

67%52%CfeaBd. 080 1.4 a 1199 99 57% 56% 4* 

23% 17%OM$x OH 15 13 758 22% 2% 22% 4% 

2% 1%awlnO 8SW9 2% 1% 1% -% 

as* 32QWB7 150 52 173790 35% 34% 34* -% 

37 33%Ctocox 212 62 15 W 34% 33% 34 •% 

40% 28% C*ta 114 04 a 1727 39% 38* 38 -% 

39%S%Ocm(» 2615505 26% 25% 26% -% 

127% 96% CBca 210 15 1424414116% 113113% 4% 
96 92*CtoFBUx 100 6.4 d 94% 94% 94% 

lot ackonaux ?n 75 s 100% 100% 100% *% 


17% 13BCPADR 034 25 
51% 45tad« in 20 
S3* 95 %BbMbx 244 21 
<3% 32* BstfY OH 2J 
19% 13* BTIIAOflx 006 03 
50>4<7%ta*ADA» 125 OB 


67% 3%CfenBd . on 1.4 
23% i7*OMfx OH 15 

2% 1% Oxpn 0 

as* som i5o 52 
37 a%Ctocox 212 62 
40% 28%ChcCt 014 04 
3B%S%C»i»Gr 
127% 90% On 210 15 
96 92*CkpraVx OOO 04 
101 HCkoPQMx 750 75 


94% 90* BatanBl OOO 04 13 94% 94% 94% 

79% 91% Bttatn < 204 25 1B38T7 74% a 73% -1% 

87 79taos050x 555 65 d 84 M 84 

47%45%BM0dlAl 104 65 5 46% 46% 49% ♦% 

96% 74 ma 450 45 11 SOX B2% 81% 82% *% 

84 63* BEk|i 212 28 15 a 82* 81* 82% +1% 

33% 26% Bad (CR) 086 22 191871 31* 31 31% -% 
281080 tom 6rp 060 22 15 239(28% 27% 27* -% 
51% aBtiCfe 1CB 21 171887 51% 50% 58% -* 

28* 21%Bnttd 014 05 4611197 25% 24% 25% ♦% 

11% 0% OatyOE) 13 112*11% 11 11% +% 

7% 5% Bata 005 05 3132 6 6* 0 4% 

41* 32%totifl 1C4 28 34 962 40% 30* 30% -% 

52% 39* Bratar 1.13 22 60 4089 052% 51% 52% 

24% 16% Bata*! 32855 23% 21% S* +1 


12% 8% C&nUUA 
12% SCtmOBB 
25% 20% 07 tad 
25* 18%CXE 
IB* 12CU84 


121242 9% 9% 9% 
12 879 9% 9% 9% 
044 20 15 23» a 2% 2% 
OH 0« a 358 2% 2% 2% 
012 06 a 946 Bl 9* 19% 19% 


15* 12%C*mta OCB 05 15 2470 15% 14* 15 «% 

9% 7% OemeoteG 061 95 112 n9% 9 9 % 

94 2%QM75B 756 03 *100 91 91 91 -1 

45% 411aOa«X 130 11 8 153 42% 42% 42% +% 

94% 82% CtadBx 750 01 7 81% 91 91 *1 

Id 97% CXm 232 15 26 1389 123% 18% 123% *% 

4% 1%CM.Qn* 581 2% 2% 2% 

10* 10% CM home 056 85 167 olO* 10% 10* 

32 20% Off Tm . 040 15 17 993 31 30% 30% -% 

30% 15%Cudmax on 15 9 1628 17% 17% 17% -% 

4&% 3S% Coast Bar 60 147 41% 41% 41* -% 

51% <3*Cnnf 040 08 10 1S34 49% 49% «% 

68* 51% ComC 058 18 4125MB iCS 66% 68% *% 

Z 15.71 CBcta 053 02 3568 19* 19% 19% -% 




47% 37Bmwb* on 15 17 446 46% 49% 46% 4% 

5!%42*BKUJ oa 1.1 21 2B1S 49% 48% 49 -% 

21% tt%Bdb*np U8 OB 15 235 18% 18 1tf 2 +% 

71% 56% MAC 256 45 155103 69% 68 88% -% 

24 15* Bd hi 10 1H 13% 18% 19% 4% 

47% »% WSH 1-a M 17 6785 44% 43% 44% +% 

38% 33% Sib Ax 044 1.1 17 ITS 30 30* 33* -% 

43% 33% Beats x 090 20 21 797 38% 39 39%*% 

67 93% teat** 450 OS d 65% 95% 65% 

75* 59% BaM 258 12 13 3125 95% « 65% +1% 

20% 22%BnMnAX 038 15 17 20 28% 28% 24% -% 

% &BngaetB ' 1? 5«2 & H 

37Z7%BagBrx 048 15 19 517u37% M% 37% +% 

AJBOOSSWBBaBtt 5 MMO 42700 43000 +» 

1441 10B8BKHB 7201455 14S 1434 *2 

16* 13%BsiyMr - OIO 28 18 203 15*2 15% 15% 

14% 7% BaKBaj 578 13* 13% 13% -% 

27% 25%BdiSt2x 250 95 ' 16 26% 26% 26% -% 

53% 40%BtitaHx ECO a9 41 51% 50* 61% +% 

10% 7%Bd£t 44a ft 9* 9% 


B*51%CmnCfcl ICO 1.7 25 2040 57* 57% 57* 


27% 1B%CUCU 
12(% 63% Otto 
63% 44%QxaoB) 
11% 10*Cumtk 
62%4B%CBtt» 
14 11% OM 
so% news 
1^ 1l%C!BiSn 
a% 2i%cjtaa 
42% 33% Ota* 


67 54% Bom ICO 24 30 2381 64 83% 83% 4% 

1B% 12% BaW 2*1170 1* 13% 1* 

40 2S% B6ADRX 156 33 32% O *H 

a* i7%amaf* oca 04 13 w 21% 21% 21% -% 

ai4%Bhti*dS 040 2C 27 586 15% 16% 15% '•% 

30% 29% BDflCk 048 15 IE 2453 a 35% 35% t% 

29% 26% BbdtHPLx 142 SC 13 45 28% a 28% 4% 

8% 8% BhdnfcAdr i OB} 72 1H 8% 8% 8% 

S% 6%BMnSd*x OX 07 ZX 8% 6% 6% +% 

9% 8* BHrtKigtX 057 04 SIS 5 8% 9 

33* atodh 080 25 2724 32* 32% 32% -% 

43% 37% StaaX A 05115 14 82 41% 40% 40% -1 

10% SBuaO#¥ m 09 899 9 8% 6% -% 

3% 2%8Mvmi 114 3 2% 3 +% 

‘X 24 BMC M 008 02 S 254 33% 32% 33% ■% 

114% 94Boetagx 1.12 1.1 25*488102% 100% 101* +1* 
8% 28%BaseC 060 1C SO 36% 38% 36% -% 

5% 3% SnsfiafCo 577 4% 4% 4% -At 

12% 8%BMn<3m‘ 0/40 4.1 9 333 10 9% 0% -% 

28% 22% tail Cat ICO U 14 41 26* a 36 -% 

71% 41 BkeSd 30 052 53% 51% 9 +1% 

50% 35%Bontr an 1C a 14ra 50% 49% 49% -% 

28%2I*aoM* 061 25 334 827 26% 27 4% 

Z7%23%BREFnp 138 08 6 642 24% 24% 24* 

27% T7Bmedr* 059 U X 306 N% 19% 19% 4% 

52% 42%Bd0B 1.12 25 17 305 51% SO* 51% 

16* 10%8rt4itinr 1715a 13% 13% 13% 

a* 53%BMjSq ICC 2.1 2512686074% 71% 73% *1% 

125% 94* Br Mr 2« 20 16 183 117 116 117 -1% 

147% 129* BP X 453 10 171683146% 144145% +1% 

18* 15BPtataa 220119 9 280 15% 15% 15% -% 
27% 21% asm 141 6£ B 1«B 25% 25% 25% -% 

75% 88% or 7.4i ioc is m 74% 73% 74 +% 

30% 26%BM)bU 1.46 03 10 272 Z7* Z7% 27% -% 

10* *4%tan6p ICO EC 14 1110 16% 16% 16* +% 

15% 12Bn«ai 16 76 13% 13 13% +% 

52* 42%BraRaA TC8 21 21 8 31% 51 51 -% 

5Z% C%Bafn® 1C8 2fl 22 do52% 52% 52% 

X* 25* Mar 058 2 2 359 31% 30% 31% 4* 

7% 6% BHT 12 XtOO 7% 7% 7% 

31% 23%Bmartcx 09 1.7 152484 SO 29% 29% 


37% 28%0onrtrx 
55* 48% Dm 
90% 76 %DdrQi 
46% 33% Dontoi 


115% 92% DitaX 252 22 
31 27Duql4.1 205 07 

25% aOB0nl7S 1J8 09 
26% 25Dajsne«C0 2C0 7.1 
31% aDuqL45 210 7C 
13% 10% DM4 
55* 26% Dynamics 020 03 


205 07 d 30% 30% 30% 

1M 09 d 27% 27% 27% 

200 7.i d a a a 

210 7C d 30 a a 

16 19 13% 12% 12% 

020 03 a 53 u57% 56% 57% 


8% 4* HIM 86 6% 6% 6% -% 

24% 18%BM£% OCB 28 17129 30% 19% 19% +% 

8 1%«tada 101 2* 2% 2% -% 

61% 43*Eotvnx on 05 31 219 58% 57% 57* -1% 

19% 16% tat (Mi in 9.4 11 76 17* 17% 17% 

36%a%EBtopr ICO 4.8 12 197 35% 34% S ♦% 

57%50*EaaU4 178 SC 13 33H 056% 56% 57% +1% 

94* 73%BCota 178 21 3114521 84* 83 84% +1% 

80% 67% tan 178 22 17 1221 uBO* 78% 80% *% 

35% 39% Ed6n 050 27 14 577 33% 33l 2 33% -% 

42% 36%Ecgtrt»4 0C4 1C 2 917 41% 41% 41% •% 

2% MElfeanta 306 % H ft 

23% 10% tar*S ICO 44 14 7202 22% 2* 23* -% 

41% 30*EdadAS 072 2C 10 308038%3S%35% -% 

6% 3%Bcotoup 199 5% 5 S -% 

9* aBwMM 5402039% 37* 39% *% 

28% 20* BCOrCnp 078 1C 2 07 2% 27% 27% 

40% 32BSX 060 1C 4511790 30% 87% 38% ♦% 

54% 44%BSta> 094 1J S 1981 53% 2% S3% -1% 

9% BBxkt 24 878 7% 7% 7% +% 

<1% 31* EMC Carp 2313607 40% 39* 30* 

a% 7%EmoGmt 002 12 12 us% 9* 9* 

53% *5 BranS i 1CB 21 2 9297 52% 50* 52% +% 

7% 8% ErtarfM.75 x 047 72 d 6% 6% 6% 

19% 17%ta*«0b 176 72 15 94 17% 17% 17* 

18 l3*EamrtCA 008 08 17 23 14* 14% 14% •% 

80% 9% Bxtesa ACR 1.11 17 IS 703 92% 61% 2% 43% 

a aewinOBiiTO 1713 87 2% 2% 32% -% 

V 20* topADR 879 36% 36* 38* -% 

a% 23% EnaTAto 44 eee 37% 36* 37% 

23*18%£ggM 035 1J 19 1478 20* 2% 3D* 4% 

11% 9* EndaBuoi 182 10 12 9 10% 10% 10% -% 

23% 2% tom ICB 07 12iaBiC3% 23% 33% -% 

45% 35% Esn 090 22 17 6161 40* 39% 40% -% 


36% a% EEflWpr 
57% 50*EMQ4 
94* 73%BCcxtt 
80% 87% Eaton 
35% 29% Etai 
42%36%Ecgtf>* 
2% Elfean 9n 
23% 19% GdBtit 
41% 30*EdnlAS 
6% 3%BcoBwp 
a* a Ban ADR 


23% 2%taM 
45% 3^ Earn 


27 17% Earn M 112 06 2 1588 2% 20% 20% 


9 40% EnecoU 
24% 10% End) 


28%2%MB*x ICO EC 14 7293 


283143 51% «% 49% 
020 OC 64 618 2% 20% 2% 


1% 1*808 tad} 
31% 26% l 
2% 23% total 
33* 27*Etadtix 
9% 39% Bondi 
29* a%EM» 
10% 0%Bfeyl 

17% 14*Eutad8 
19 15% EtolPor 


45%9%En« 
60% 48AE»nx 


d 1% 1% 1% 

036 1.1 a 1910 31% 31% 31% «% 
020 0.7 X 32® a% 25% 29% 4% 
1.15 4C2 573 2ff% 29% 29% 

034 07 X 1299 9% 49* 50% *% 
11 109 029% 29% 29* 4% 
050 54 11 983 9% B% 9% -% 
016 09 325 17 16% 16% ■% 

1.12 7JS 2 15% 15% 15% 

126 10 9 1010 42% 42% 42% -% 
1C4 27 192259(00% 56* 9&2 -% 


11% 9%F»hHrx 75 5 9% C% 9% 

14% 14%FTDaartn 196 79 85 14% 14% 14% 

23% 14%F*xOAia* 17 397(0* a 2 

44% 30% EanMee 074 2C 1715950 43% 42% 43 

8% 6% Fmstni 13 5 7% 7% 7% 

11% 7%F*tite 16 251 9% 9 9% 


44% 36% Fatal 
S% 6% Fmstni 
11% 7% Famine 


33% aSi^toSVBl* on 12 10 5G4 &% 


18% 1Z* CmDW 015 1.1 1303 13% 13% 13% +% 
35* 2B%Cogralx 012 03 2 4496(138% 35% 9 ♦% 


35* 2S%Cognzlx 
19% l1%Qtim 
60% 45CogPi 
10% i% CdcrtoE) 

8% 7%0ahtit* 055 07 447 8% 8 8%+% 

7% 7%0*rtf OCB 01 120 (17% 7% 7% 

7% 6%Ct*M4 051 08 19* ^z 7% 7% +% 

65% 9QRH 060 07 15 89 64% S3* 63% -% 

44% 90% CUHCAx OH 02 1515551 37% 38% 36% -% 

23% 19%Ctaf ICB 74 2 157 2% 2% 2% 

38^2 27% CBHdbax 028 07 17 757 9 37% 37% -% 

63%61%crafei 1.72 2C IB 1904 61% 60% 2 

13% 11%C0H*«fc 034 02 IS 182 13 12% U +% 

30% 27% Qunlllrt 09 17 16 21 d% 28% 28% +% 

25 XCcmEOlS ICO 77 12 24% 24* 24* 

25% a%Cm£Cn 200 79 3 d 25% 25% 26% 

15* 8*0nmP9 941 15* 15% 15% 

NS* 71 CONWJ 20277420187% 104* 107+1* 

15% 11%CtaCT 106 13* 13% 13% -% 

35* 37% QnMk OIO 02 61 7880 53% 50* S +1* 

2% aCapSd* 9 2583 73% 70% 7Z* +* 

58 33% COrapTOlf X OIO 02 40 32 57% 55% 57% +1* 
3% IS* COBS* 039 03 2912(7 22% 22% 2* 

14% 6*CtmtaH 63026 9% 0% 9* 

61% 49(Mgnx ICO 1C 9 *072 6l 59* 80% +% 

25% 20* CdonodNS 1CZ 7.1 13 12 2% 2% 2* 

31* 2?CtnEnf 1J2 5C 13 44 32* 2% 2% 

71% 88%G*£4£5 UG 87 d 60% 6B% 68% 

32% 27CcraHx 3.10 7C 10 2387 d* 38% a* -% 

72% 08 CMS Ed PI SCO 72 X 89% 66* 69% *% 

57* 47* CnttE 194 17 151127 E% 51* 51* -% 

57%47%CBftP 1C9 11 15 BOB 9% 54* 54* -% 

44% 30% ConaStai 2 266 SB* 39* 39% +% 

43* 30* Consera 012 03 187844 40 38% 38% -* 

98 95 C£y>7C8 7C8 7C d ns 9 9 

61 55% Cta 4. IB 4.18 72 d 57% 57% 57% 


012 03 2 4496(136% 35* 9 ♦% 

1012 17% 16* 17 

i.io ub aisasz oez 92% +1* 


20* 2<*FadNty in E3 X 179 Z6J 2 26* 2^2 +% 

6% 5% Fates 1 OH 13 10 243 6* 6% 6* +% 

57* 42Fs£q> 17 3370 52 * 51% 51% -1% 

a 2 Fata 048 1C 423 a* 29* 29* ♦% 
27% 23*taeedSgx 067 16 18 419 26% 25* 25* \ 
39% 30 Fanes 2 6797 37% 38* 37 -% 

37% 28 Faro Cop » 0S2 1C 18 1442 u38 37% 37% +% 

10% 15% MCti 31 18% 17% 18% ♦* 

74 39% tax 038 08 9 8S2 42* 40* C *% 

I6%1l%ftgma* 016 1C 17 1«a al6% 16% 16* ♦% 

59% 57% FkSAmB ICB 25 14 30 67* 67% 57% -% 

W% 67% IrtBhS in 13 IS 2631 2% B1% 81* -* 

13% 10 FSSkxAm 34 »u13% 13 13% 

S 23%FWBmd UJZ U 15 S25 X 25* 25* 

63%50%FCMiaD ICO 18 12BB23 58% 57% 57% -1* 

40>z 31% FSOa 008 02 21019 39* 38* 30% J z 

IBlj 13* RrJFrt 021 1C 29 16% 16* 10% 

16* 12*FatMF ICO 105 534 13* 13% 13* +* 

95*72%Feltoan 2C2 17 73 43S2 85*z 84* S*% -* 

14% 1 1 * FflUdS 044 X4 41 SIS 13 1 ! 13 13 -* 

54%2*F«USA Q24 05 ® 22» 48* 48% 40% -* 

S* <8%MWp ICO 2C 15 324(65* 54 54% -1% 

32% SAAurGo 0C4 29 15 1427 29% 29% 29* -* 

64% 48* FUF in 10 14 3352 61* 00* 00* -1% 

27* 24*FtadEn 0C4 23 13 350 2% 2% 27% -% 

18*15%Ftan0k> OH 04 27 Z71 Ml 8% 18* 18* 

32* a%FW>ig 110 71 11 IDS 3 26% 28* -* 

18(8 IIUHWWS 0*3 IS 31 501 17% 17% 17% 

U* 42% FMa 004 1C 16 44 48 (7% 48 +% 

75* 46lz tatr 076 1A 16 519 52% 51* S% +* 

n%5B*nCCp 13 4» 70% 80% 65% +% 

31* !8%Rtor 687 22* 2 2%+% 

37% 30* Fad* ICB 4.4 817005107* V 37* +% 
s% IFGrdex 073 BJ IH 8* 8% 8* +% 

42% 35% Festal 08412 19 83530*38*38% -% 
2 *tott 025200 141 1* 1% 1% -% 

(7% 42%m. 1S2 4.1 13 2107 48* 48 46* -% 

11* 10%Frsx»Gro HI 10* ID* 10% -* 

8* 8% FiptiPr 054 BC 169 d* 8% 8* 
B%44J9FM4Ri 02 0C2ll67ate* 64% 64* +% 
47 32% Firtayrr 21 1446 45* 44% 45% +1 

B% 3* MMX 010 10 9 d 5 5 5 

5% 3*FitaB OIO 2C a d 5% 5* 5% 

32* 26*MKMx 036 1C 33 200 28* 28* 28* -% 
13% 2C*RtiW OCQ 11 X 504 29% 26% ZH* -% 

34* 25%FiMCGB 050 IS 34 953 30* 3D% 30% +% 

O* 2B* FreaQi OCO 1.7 10 171895% 33* 35% +1* 
0%15%ta# 037 45 21 532 17* 17 17*+* 

U*22*FMSxn> 16 7157 9 34l; 34* -1* 


FINANCIAL TIMES WEDNESDAY 


mf Nt H to BawlSx 

Ip MM M « E Mi to Ul M QM 

23% 18 taperTW 034 1C 18 602 2% 21* 22% +% 

18% l2*QnM 024 1C 13 9BT«% 17% 17* -% 

55 46% Crtlsl 1C8 3C 16 2931 51* SI* SI* -* 

SS*S3*Cn*5 0.72 1C 303874 «% 48* 49% +% 
31% 24% CootrCr OS 12 10 T745 27% 29* 2B* -% 

a% 24%0ntatx 124 45 18 18 27* 27* 27* -% 

a*14%CMB 73 634 17* 17% 17* -% 

18 l«*Mg 2 2 16% 18% 18% 

39* 27% Cta 050 1C 18 2508 >39* 38% 38* +% 

18 13* Cato# 044 2** B 16% 18 18%+% 

38* 33*C0nt 1.16 11 18 2Z7 37% 36* 38* -* 

18% 1Z*QMf 140 BC 13 722 16% 16% 16% +% 

2% 1*CRUgR> Mill 3 d l* i% i% 

24% 17* OtopMKi OK 02 1872 23% 22* 23% +% 


831S217 26% 25% 28 +* 

9 123(024% 120% 1Z% -2 

1.10 1C 16 1332 82* 61* 62 -* 

0CZ 74 12 37 11%tl%«% 

ICO 1C 16 33 9 9 67 -T 

1.18 92 10 17 2* 12* 12* 

844 05 d 9975 48 46* 47* +1 

552X1015* 15 15% +% 

080 12 4* 4368 24* 24 24* +% 
18 465 40 9 38* +% 


nv t». ?! St Eta AM. 

fta tatodt to % E UK a* ta tab Jta 

2% 20* Bata 020 DC 192 (82*2 22% 2* -% 

74 63% taCfB tM 22 16 1C9n7t% 2* 73* +* 

83% 4711 SaS* 1JH 1J 2648224 51% 8^2 BO* -% 

4% 2%GaHM 322 3% S 3-* 

10* 8% BtiHaua 032 3C 8 9* 9% 9* +% 

5$% 57* tad SCO 11 2 1583 84% 63* 94% 

63% 52%GaMtrx 2C0 14 7177H 58* 57% 9+* 

64* 49BDMMX ICO 1C » 1994 55* 54* 54* -1 

177* 151 Baft 2» 1C 15 946178% 172% 174* +1 

48* 36% SsSg 1JB 24 IB 390 42* 42 C* +% 

59%S3%amtiCii E 1191 58* 50% 5B* t% 

25* 21% &M BB4B 24* 3* 24 -% 

14% 8% Banco 212916 M 13% 14 +% 

3* 2 tom SB 156 2% 2* 2* 

23% ii* finrad to 14 668 u* 17* 18% -% 

34 28SSBK« 0C6 29 18 2712 33% 53% 33% 

29 aaptaa 032 ic m era as* z?* zt% 

85* 71to*PX 2C0 23 9 2382089* K* BS* +% 


56* 47* KayCp I 


to* ?ta ato I-** 0 ; 

1£B 11 15 2561 53* 53 53* -% 

12 78 9% 9% ** ^6 


63* 52%Swnrx 
64* 490DMMX 
177* 151 Gator 
48* 36%toSg 
50% 53%6mM«ti 
25* 21% Md 
14% 0%tonco 
3% 2 tom SC 

23% n*Gamdhc 
34 28aSKlrt 
» 23&*B 
85* 71 &pbPx 


9* 8by*tta « ™ JS JS ^ 

32* 17* Itatfl kt 0-74 13 2B1EE 31* 31% , 

40% 9tQ0tt) 101772 38% 37* 9 

19% 16*Kp 010 05 10 m J ft 19% ^ 

14* 10% Knot lS ? IS S 

43* 35* KiAM fl* 1C 9 1692 43% 42* fl% 
iftlftKofengraxOCa Afi U 115 j 

17* 11%KanHi 006 05 1812 ?'*??« A 

2% Z2HKraoar is 4zsr 2B* 25* f ■% 

I.76SC 78 89 34* 34 3* -% 

29% 17%IUtanCD OfiO 2-1 a 345 28* 20% 38* 


__ TM. W »« . 

toTtaSWl » * * 

ttts-aa; i|, 

S i7SSo%» 1 - l > 1 “ ».l 

57% 44% (udofCBp 040 07 «« 
S* 18MJQX5* 09* 44 14 *3 

in* lOtaatiRK* 0C1-58 319 1 

lu kta 040 21 8 « 


10* lOitoM" 
2% IBUfMBk 
S3* c% Myna’ 




23a OS 17 5587 


18* t3*6MHr50x 032 1 J 27 M uU 18% 18% 
14*12%GanmrH 047 33 350 tfU% 14% 14* 


17% niitoaft 
8* ftOadGip 

15* 10 Skat Ml 
89% 72 5Eax 
8% 6%8ats9d 
<*Z9*6taRx 


012 07 48 10% 16* 16* -% 

2 d 6* 6* 6* 
aa 14 9 301 14 13* 13* -* 

OCB 1C 49 B4M 86% 87* 88% -* 
OW 14 9 151 7% 7 7 

1.14 19 2MB 39% - a 39% +% 


2% 1%Ute 

25% 2%l£8EBi i.«a ~ -r.' 

45%25%LSlrf <217590 B46* 44% ^ 

23%16%iC(hta 0C7 0C3 1526 22% 21% ^ 

3S*a%tdBvx 084 ZC IS 1« a% 32% a* -% 

24* 20% Lxtate in 59 11 51 22% 2ft jt. 

S% 2ftlxtag«> 040 1C II 172 24% 24% 24* -% 

ft - ft total CS OK 06 6 31 7% 7% 7% -% 

S0*25%totsBrt DCO 07 25 753 X 29% 29% ** 

12% 10*toa(8rWx 040 34 18 490 12 11* »% 

a SftUKQto M 1283 37* 9 37% *% 

21%UMItix 0TB 2C 14 58128% 25% 26% ^ 

28% a%UBEtap 082 11 19 157025% «% » j* 

51* 37*UggMtal 0i2 1.1 14 758 46* E% 4ft ■% 

35% 31*toXP 052 14 21 823 37* 36* 37% •* ; 

41% 28% toman x 034 OC 10 359 38* 37% 38* ^a I 

27% Mtotata OIO 04 10 95 27% 27 27 -% 

4% ftttakrt 51 9 3* d3* 3% ■% 

■ 12* 11% tlwtyASi miM 471 12* 12% 12% -% 

<8* 37% Italy Cp OCO 2C 13 249 39* 39* 39(2 "% 

S71%lPyx 144 1C32BM7 93* 91* «* -* 
a«%UljW 02 1C 2 79 19* 19% 19* ! 

20% 16%iMh) 048 £5 12 4754 19% W ift 

61* 40UTOI# ICE 3C 12 3833 9 58% SB 

19% 16% toes NH 2.214J 42 18% 18% 10% (■% 

S3 5B% LmpLPB SCO 6C d uH 83 M 

47* 38* Jkn 13 993 45* 44* 44% -* 

47* 38% LtzOCi aa5lCazon«*«*46* *% 
5% 4%UCERto 0/68 12.7 8 508 H* 5* 5* •% 
94* 78%taMti- in 1.7 13 2364 84% «% 04% +1 

*1% 27% LllBan %) 016 US ns 31% 31 31* +* 

m*S5%U)mx ICO 1C 8 2370 96* 95* .96% -% 
50* 3J% total 09« 05 a 129 50* 80% 50% 

24% 21*14*1 1JB 7C 10 5» 22* 22% 2% -% 

27% 22*UQtOr 09 18 M 467 2«* 24l 2 21* •% 


-L- 

370 1% 1* J* 

us oo is as a% a* =% 


37* 31% total CSX LSD 14 9 225 38* 38% 38% +% 


25% 22*DFUt#x 1C6 5C 13 074 23% 23% 3* -% 
40% 2*0RhBSanx 014 03 2 5231 00% 38* 40* +1% 
36 30%0n4 ICO 18 11 B18D35* 34% 35% +% 
SD SBntaCD OIO 02 21 S83 48% • 48 48* -% 

1E*n%DmhM| 0.18 14 290 13 12* 13 

8* 9%Dadm 2zn8 8* 8% 8* +% 

9% 14% Mafia 21 3057 21 20* 20* 

1% *Dtatt a sn 1 H ■ 1 

SS^tokl OB* 1C 26500 « 47* *7* ■% 

i% time 92 oi% i* i% 

11% 6Dafl%BA« S 49 6 45* 5* -% 


11% 6DafltaiM» 5 49 6 dS% 5* -% 

40 31 OanFeariix 078 2C 2 1011 SB^z 37* X •* 

44 32%DtaM>tx 09 14 14 5678 41% 40% 40* +% 

8* 8% DtoMGv On 74 421 8% dB% 8% 

64% 30* D8BQ 080 1C 15 2819 52% 51% 52% +% 

20* 16* DOT. 154 OD 10 276 17% 17% 17% •% 

149* GB% HlAtrx 020 02 9 1870 9 94 95% +* 

8 5%Daawtti 19 5% H% 5* -* 

33% 29%DekBBX 148 4C a 23 32* 2% 32* +* 

33* 29* Dm By OCO 10 14 20 31% 31% 31% 

2% 28% DeztrCrp 0CB3J2 13 2E830% a X -h 

33% 25% Dkg Prate 048 1C 19 73 30% 29* 30% +* 

7S% 58* DbBOm X 3290 71* 70* 71* +% 

27% 4* Ota tap m 4* M 4* 

44* ZSDttddl 050 1C a 8338 H% 34% 37% +2* 
38% XDWC 24812 37* 36% 36* +1% 

33* aOM 018 05 16 4194 034% 2% 34* +% 
26% 19% Dm# an 2C 16 334 23* 23% 23* •% 

85% G8*0tay 0C3 06 31 1064 BSV 82% 83% +% 

42% 32%Dah»x 0.40 1C 24 555a42% 40* 40* -1% 
41* 33% Doadtof 168 7J 12 96S 35% 34% 36% +% 

9% 7% Data he 014 17 5 6 8% 8% 8% 

37 30* Dwtidsm 0C6 1C 18 64 36% 36% 36* -% 

37% 20* Dortey x 076 11 21210 36% 9 38% -% 

55% 48% Dm 056 12 18 2414 >56* 55 56% +1 

90% 76* DdhQi X46 4.1 1010221 84* 63% 84 -* 

45% 33* Domftsi 096 15 X 1648 39% 9% 38* -* 
23* 18% DwhAii 02 1C 2 572 a 18* X +% 

29* 28% DOE 1 36 10 11 340 27% 27% Z7% -% 

14% 8% Oram IS 142 10* 10* 10* 

30% 27% Dram# 088 10 21 2995 34*' 33* 34 -% 

10% 9% DrtnsMSx 088 08 254 10% 10 10 

9* 8*Dm*90x 075 02 43 B* 9 9% +% 

32* 26% DIEEngy 2CB 7C 14 2464 26% d2B% 28% -% 

72%GB%DnFWt5 450 03 d 71 71 71 

25% HADdohui 15 376 34* ' 24 24* -% 

47* 41*D*8tox 112 48 13 339 44% 44% 44% -% 

42* 34% BotoRRyx 104 5>2 2D 12 9% 38* 38* +* 

27% 23% Dutodl OCB 3C 2526 2* 25* 25% 

115% B2% DifPntx 252 12 16B3H 112100* 112 +2% 


2%i6%aaowr u a 17* 17* 17* 

26% 17% BhMRV 15 7232 » 2ft 22% \ 

76 58*6RM%X 044 07 10 757 67% 60% 6ft -1* 

«J* 35%e#tt 1.10 17 a 819 41% 41% 41% -% 

57%45%0djwr* 112 2C 74 2SZ7057* 56% 57% +% 

6% fteotRtoah - a a 5* ft s% ft- 

9 3O*0FUx 100 6C 11 1905 33% 32* 2% -% 

57% 44% tacw x oa i.i a«m sft 51% si* -% 

02% 70%9ngrWx ICB 1 A 19 783 90% 78* 79* * 

14% Sfirttam 2740 13* 13% 13% -% 

a* 20 net 1.12 19 2620x38% 38* 9 +% 

32* 23% SWT 040 1.4 14 2(48 28* 27% 2ft +* 

50% 41 *61 Lata C On 11 n 2231 49% 48% 40% +% 

Sft 51 Stain ECO IOC 9 6 55* 55% 55% +% 

48* 23%tomax ICO 22 7B 2737 47% 46% 46% -* 

25% 22* BMC IBP 2J2 92 11 a 23% 22* 28 +% 

41* 26% SifflrnS oa OC 14 8739 34% 33* 34 -% 

M%48%GnpdAx IK 1C 10 2567 60* 59% 60% +* 

14% 11* 09® 14 88 14 13* 13* +% 

14% 12%Srato9pn 017 1C 183014* 14% 14% +% 
7* 4%B1N>A0R 1491 5% 5% 5% -% 

77* 01% Goad OCB 04 X 2982 72* 71* 2-1% 

76% 53* StiSACp 0.10 01 9 2674 75% 75% 75% 


20.7S 17% GUtonlM 044 1C 11 212 19* 19* 19* +% 


9% 7% OHM OP ‘ » * 

asssLuiiiSs 

2% 19* OBttd 125 65 14 IS.. 

1*9* Ota 150 72 91213 

«SS! ««. i 

64 S7 1 2 0tlnEt56x 4CB 7.4 d 

43%40l!D«« A* MM. SB 


29% 24*0dfcpM 
43%35%(!Wpx 
1ft 14%0RM8 
32% 2%DniEsra 
58% 44%OanU> 


QC2 1C 11 
ia 2J 7 710 
aa 14 a 1746 

OBJ 02 41 618 
OCtMC 24 2257 


2% 17%(MdlUd 052 13 13 .53 
31% 25* Otidk 1-20 3C 15 W 


38%32%apitaCapli40 03 17 109 
10 % ft Data) R5 on 09 ISO 

ft ftSg.ec. an M10 J 


36* 30%0mgtof .288 03 11 108 
■1^15%gnwnSI* 058 41 18 414 
67% SO (Mb Gti »•« W 10 
27% I7%0ryx£n 

17* iftChitdiar ■ ® 

19% 16%0rt&x 060 3C - 277 

13* 9% OmraM 018 1C K 04 
46% 36* OmaC 0® M 5* 
29% ZftOltoR . 17 


3S 71%t9yx 1.4* 1C ! 

aiftiRjW 02 ic; 

20% 16%ihdh) 048 ZS 

61* 40UTOM* IK as - 

1B%16%toeam 172 1«J 
83 5B%Un0LPB SCO 68 
47* 38%Ukn 

47* 38%UzOPx 045 Id 
5% 4%(LSENtf 088117 
94* 78% LocMdi in 1.7 - 


aft 67*- ♦% 
a 23% ft 


253 14* .14% 14* ft 
060 13 . Z77 18% 17* 18% ,ft, 
018 1C a S< 12% 12% 12% ft 
oa DC 5« 41* 40% 41% ft: 
171533X29* a Zft ft 




38% 23%0tadRdx On 38 10 306 »* 23% -T 


50* Sftloghai 
24% 21*14*1 
27% Zftugdtr 


IS ISLosgtaF 0C4 38 » 2M 18% W% 16% 


21% 15% (ft T* ADR x 0C9 48 17 259(0% 21% 2* +% 
18* ISHEMpl \M 78 11 7 16% 16% 16% -% 

78% 59% Min ICO U » toffi 76% 75% 76 ft 

28%15*Mmod 5 7 27% 2 27% 

13% ItfttreeekFft OCZ 16 31 219 12% 12% 12% ft 

15% l4*HtB*hc Id 8.1 19 44 15% 15 15 

21% 19% (rcocuahn 1C9 78 Z7 9 21 20% 2D* ft 

ft ftJMRm a 6% ft B% ■ i 

17% 13%HM*HmxaC4 15 6 400 16% 16* 16 ft 1 

34* 19% Htmfx 042 18 17 114 23% 22% 23% ft 

9 3ftl h l K*M d 054 18 19 334 34% 34% 34% ft 

27 19H tota ADR 09 18 11 2670 a 25* 25* ft 

49% 42* KKBi 072 18 17 B3B 46% *5% 4ft ft 

oa 18 21DG 23% 2Z* 3% +% 
47 33% Holey D» 02 00 2 329 46% 45% 46% +% 

56% 32* Hmwn lad 1 020 05 13 233 41% 40* <1% +% 

«% 38* toft? 040 18 15 2GD4 40% 39* 40% ft 

20% 15*«rrttrt 2169 18% 1ft 1ft ft 

89* 67% torR in 17 17 1178 89* 0S* 09% +2% 

39* 33%l«n» On 10 18 137 3ft 3ft 39* ft 


59%«%toM. 

2 17LnftPx 
40% 31* Lota 
14*11*UV?X 
XSftlxtax' 


oa 0J212B21 51% 50* 50* 
09 28 . 994 1ft 10% 19% 
02 08 X 3707 9 38* 9 

012 09 12292 14 13% 13* 


in 18112514 35% 34% 35% +% 


2% 17% dtp an. on 4.1 12 147 ift ift ift 


64% 44* LaeartTcfil on 05 13313004* 62% 64% 

2* IS* [timing ICO 00. .206 X 19% 19* +% 

68% 50*LOHta . 040 06 9 m 63% 57* 63% ft 

a 18% Udd? re 245 22% 21% 2* +% 

25%lftljmelPx 090 4.1 12 7B0 22% 21% 21* -% 


-P-Q- 

5B%4ftmtlX 182 13 14 2457 S7% 56% 57% ft 
Ift^KfeW 8 48 13* 12* -18 

15% 14%teAofee* 1.18 78 X 14* W% 1ft ft 
14% 11% PK Setae 012 08 40 61 13% 18% IS* ft 

48% 40% Pactai* ICO 17 13 2233 «% 44% 45% ft 

21* 19% Wtt ICO 6C « 2446 1ft 19% t9* .. . 

33% 29* (PeBt 188 48 141254 2* S* »% ’■ ■: 

39 27%P«Wr 000 1.7 9 42 35% *% ^( ft 

aftaftm oa jc a 120s a% a% 23*_ -% 

47% 41% FmEnx 086 11 17 790 46% «% 48% v _ 


1 .'•**- 


_ **•*£ 

. ^ 

a 1 

^?L-« 
Tti » 

.. e& tVljl 

;• % 

’■ * !?a 

- ■* r*4 J 

: Ci Jtfk':.} 
: - .-*» -4\ 9f 

- iiC 7^'* 

AM «% *• 

- .5 .8* 




2ft2t%FKkB*d 02 18 15 104 24% 24 24%. ft 


■; •? 


11 7%Pti(Dr 
53% 37* MMX 
46%a%PMtafe 

26% iftPace&x 


3&S • 8* 9% 9% ft 
an JC 15)053053% 52% 52% ft 


18 202 45* 45% 45* ft 
9 6863 20% 19* 19% 


XH* 90* VBA K 182 18 11 776104% 103103% ft 
3ft 27*UCH? 087 1? (7- 29 30% 29% 2* 

10 7%MDCNdgt 012 18 8~ ; 4 8% ft ft 
25% 21 hdURn 1.11 48 14 145 24% 23% 24 ft 

6* 6*RF9Grairx052 7C10MW1 6* ft. 6% 

22% 20% MB Prop 188 01 0 2 21% 2 2% 

412%MOIGM - » 390.9%. 38* SB* -% 
31* 21%ltoflBjBB 2 443 29% 29% 29* 

35*B%Mta&P* Tn 3C15 2E 31% 31% 31* ft 


20% 15*HdTdEM 
69* 67* tone 
39* 33% non 


31* 25* totdMa OCB 0321557 


81 64%NfflS 
50* 44 NOSto? 
10% 5 Kara 

14% 13*Htam< 
38* 32* toxManB 
20* 17% HVM 
37% 31* Hem Ca 

21* 11*1— ca 

2* 17% Heater 

7% s%ncati 
ISIftHetotoy 
44* 35% MB 


ICO 11 3101 76* 7ft 75* -1* 

2C8 48 IB 370 50% 48% 50% ft 

OED 62 14 2206 10 ft 9* ft 

1.14 82 4 13* 13* 13* 

X 144 7C 13 915 34* 33* 34 ft 

\M 78 IS 1007 1ft 18% 1B% -% 

144 7C 15 39 34 33% 34 +% 

188 21% 2% 21% 

S 5397 2% 21% 21* ft 
670 5% 5* 5% 

09 18 N 3014 16 15* 15% ft 

1.16 28 2 097 42% 41* 42% ft 


24ii 2t%FamEM 
63% 46PnrtK 
32*Z7%PBta 
35* 31% PreyO 


9 41%Htafe» 052 08 13 B4B 55% 54* Sft 


9% 8% HUM Hi 
24% 17*(to«til 
14* IftiexoglH 
47* 35%WMmi 
9% 24Hfcx* 

lift HMtidx 


«7*37%HRltia ICO 22 131540 46% 45% 4ft ft 

56* 42% (May* on 18 a 1395 9% 54* 55% -1* 

B04ftHmPX 09 18203169 S3* 53* 53* +% 
2 15* Ha«l 306 18* 18 1ft ft 

72* 51 WS 45869 39% 55% 5ft +1% 

14* 12* tomtit 02 28 14 3170 13* 12* 13 ft 

ft 7%MMhex 172 94 2 7* ft 7* 

S% 8%MTMRi 084 9C 40 9% 9% B% 

24% 17* Miprttil 12 19* 18% 19% ft 

14* 12*mragBH 062 48 16 2x14* 14% 14* 

47* 35% Mtarat x 086 1/4 210K 47% 46* 46% ft 

3ft Z4HRX* 02 I.I 2 2294 ZS* 28* 28* 

lift Htotidx 079 07 2 731H* 105% 10ft -1* 

m%47*AMOm 024 04 311529 01 00% 60% ft 

IS* 12* tatid on 18 a 3947 13% 1ft 13% +% 

66* 51%ftaaunx 02 04 18 3ta 61% 61% 61% +% 

ra* 63* (hiyta? 186 1C 2 1682 73% 71% 73 ft 

49* 38* faMm? 054 1.1 14 19 4ft 48 48 

18 10*toCM5Hc 701913 17% 1ft 17* 

2% 23* toad OS 15 X ISC 24% 24* 24* ft 

24* 20 HorRm 012 08 9 212 Zt% 21%-21%~ +% 

18% 15%Ktobr 1724 17* 17% 17* +% 

10* 8% (MlmSv 21 a 9% 8% 9% ft 

59% 2* total Hx 086 18 2 49x9* 9 58*+* 
10ft 78* tad I 19 18 17 5055 35* 94* 95% ft 

17* 12* toMlx 016 18 V 8 1ft 1ft 1ft ft 

48% 40% Ittiti 1.04 13 X 607 45% 44% 44* 

21% 14 Hudson Ffe OH 05 17 408 18% 15% 18 +% 

M* 12% fUTy Carp 034 19 24 345. U* 13% 13% 


18% 1ft Utah* ' 478 17% 17% 17* ft 

18% iftHdytiF ’ 003 14* 14% 14* 

44% 34* (UH an U 15 2045 37* 37% 2* +% 

42* 33%Mtac 02 1.6 '19 201 MZ* 41* 42% ft 

3 21* taoCi 009 03 23 1285 Z7* 26* 27* ft 

43* 29% Itopwx 016 04 21 4SSU43* 41* 43% +1* 

4% 3%itaitoi an 73 i 93 4 3* 3* 

34% 20% taco on 18 H 667 2* 31% 31* ft 

7 5% Mrtmix 09 4C 13-142 u7% 8* 7% +% 

25% SMticHr 016 07-47 5183 23* 2% 23* ft 

SS*49*MBrtt OCB 08 25 1786 58* 5B% Sft ft 

m%10fthlRNeL 380 28 19 28419*129*129% -1 

35% 30% total' 12 SI 5 1/35* 34* 35* +* 

39* 33% tone 080 11 IS 2052 38* 38% 3ft ft 

2% 15%’ltadT? OC0 09 9 5140x23% 21* 23* +2 

10 9%torafl? on 03 37 0% 9* 9* 

41* 9 Htadp? 184 7C 11 M 39* 3ft 39* +% 
20* 13% fe.SU 13 351 Ift. 14 W% +% . 


Zft tftPaco&x m 9.1 9 6863 20% 19* 19* 

90% 58% POT45 4n 68 f j 2 « 

$1*44*— 114 4.1 Z2 4OTltf1* SI 51* ft 

24A- ?t% Panrtit ICO 5.1 30 61 21* 23% 23% ft 

63% « Pint 100 19 14 1339 54% 53% S3*, ft 

32* Z7>zP«ta 054 1J 16 19 32* 32% 32% ft 

3S*31%(tae> m 54 II 161 38% 3ft », 

X 27* PapBxydf 024 08 18 1767 31* 30% 31% ft 

37* 28* ftafca 09 14 49344S 37* * 36* ft 

7ft 57* Flofin . OH 08 X 977 77% 79% 77% ft, 

14* 12% total F® 180 9/7 10 66 13* 13% 1ft ft 

4% 4 Renton Be 0« 94 12 57 ft 4% ft ft; 

37%31%tota* 0801361 79 * 34% 35 ft 

102% 80* Pterx 186 18 2 9462101* 9ft 101* . ft. 

X 2% POSE ICO 58 14 BBB2 22* 22* 22* -% 

41% 27% toxIM? ICO XI 3412167 34% 34% 34% ft 

K% 67% take x" 100 24 12 3000 M* « 8ft . -% 

2ft 15%PbdStoxix 081 48 17 .115 18% ift 19* ft 

46%3584FMtoTX 180 38 18468S 45% 44% 44% ft 

68% aPtaS OH 1.4 17 4804 57% 56% 57* .-*. 

46* ftFWl 186 38 11 5373 41% 40* 40* -% 

14* 1l*mM 015 1.1 201042-14% 13% 14 ft 

0% 8% toxdMIPX 124 53 17 BH 7* 7%-/ 7* 

10 ftPkctiCM 048 48 54 . 340 . 010 9* 9* ■ 


: : S! S" j 

. f- 

■; ? cfrS 

tu * 




2% 31%Ntax 
PftaftFBnrx 
X 21% ROSE 
41% 2%taaUM? 
K% 67%Phe8f)x 


048 48 54 . 340. 


25* ZPtaUdNG 122 10 13 50 24% 34% 24% ft . 

22* 16% tori Imp 016 07 X 1017 2% 21% aft 

16% ISflAoKTU 083 19 87. 17% 17 1 7% ft 

12% ftltataP 006 05 a. B 12* 12* 12* ' 


12% 8*F6|ptaP 


27% 20* draco Adr m 78 18 9B 24* 24% 84% 


' I- 


142* tototaak 084 OS 34 40 167% 185 IB 
23*to8d 028 18 2 3571 29* 29% 2ft 


30% 23* tou _ _ . _ . _ 

16% 12% htata 14 40 1ft 14* 1ft ft 

49% 43* toyOSt 180 15 16 2956 47% 47 47%+% 

25% 19% toytaB 064 28 18 1275 25% 24* 25% ft 

37* 26*MBHA? 0/48 18 23 9667 33* 32* 32% ft 

29%2U1UcCMk% OX 1.4 2 229 29 X X -% 

31% 26* McOraZC 120 7.1 41(31% 31 31 ft 

31% 29% MeDorailB 280 8 1 ■ JO 29% 29% 29% 

40* 32* HcOon korx 038 18 13 95 37* 2% 37%. ft .- 

54% 421 2 McOrti. ' 080 08Z1142H 51% Si* SI* ft 

71% 55 HUMID? 048 08174037 82% 60* 61* +1 

55% 44* MeGraHx 1/44 17 21 2438 5ft 53* 54 ft 

76 si% total in n isnejft ta% 7ft >1% 

63% 40% Hmdfex ICO 18-16 2415 63% 62% 02* ft 

4D%35%ltadUf 185 77 13 905 37% 36% 37 

77% 57*Udta 086 OC 82 6190 072* 71* 71* +% 

41% 33% UntaOpi 060 18 11 IK 36% 37% X ft 

88* HMBrik 284 10 1644H 8ft SB 88* -2% 

9* 8%tottu 084 BC IS 9% 9% 9% 

54% 46% Rarest ICO 22 161167(64% 53% 54% ft 

90* 78% tort* m 18 27M5I8 93* 92% 93* ft 

16 1* ManiyFa 3 4092 2* 2% ft 

72% 52* tacmyO 1.16 18 IT 682(173% 2% 73% ft 

71 Si 2% tati Oa 18 2 611 25% 24% 2S> 2 +* 

m*7B%tortjM in 18 12 5273 104% 101* 102% -* 

ft fttoa 4811 5* 5% 5* 

4* 4% Meaabt Tel 15 2 ft 4% 4% 

ift ift Retake 11 ziOO 17% 17% 17% ft 

l7*14%MtiCDRI 082 38 4 693 17% 17 17% ft 

90* ffi*MKkHX 020 02 19 16ti 80% 87 88% ft 

45% auenmeb OIO OC 3798719 42% 40 42* +4% 

% AHdMMfe d A A A 

11 ftMMxdt on 01 a a s% ft 9% ft 

17* fftMkkeaax ICO 72 12 245 IS* 16% 16% ft 

20 iftNtaxCh On 12 38 3920 10 18* 19 ft 

45* 37% 036 08 783 42% 41% 42 ft 

94% aOMMx 112 13 24 4957 92* 91 91% -* 

25* 19* toepe Rea 23 3081 24% 23% 23* ft 


01% 47* fad* 
IB* 12* total 
68* 51% fatal 
76* 63* toyta? 


T6 51% tota • 
6ft 40% HmdCpx 
40* 35% tadkMf 
77 * 57*Mdhnc 


43% 30%togtBsStaj 044 1C 12 100 3ft 37% 37* . 

2ft 17% fain 2111 21% 2% 21% ft 

19% 16% Hon! NR C OCB 11 13 12 19* 18% 16% ft 

9* ftfataodm 10 305 6% 06% ft 

9% BHypaneni 090 BC 118 9% 9% 0% ft 


a 2% ap ic 
13% 9%Rfel 


OIO 04 12 1375 23% 2 23% 

la 198 2 100 19% 9* 10% ft 


12% IftFTPlxpRi 090 7.8 17 137B 11% 11% 11% ft 


2* 1% ICFKa 

11* 26% tap tor 
26% 23% UB? 
46* 71% hnOSx 
X2ftVk482 
30% 27*HPr4H 
31% a<MC 
36% 3Q12RQRM 
47 42%M« > A 
27* 20* to*? 
53% 450 
31* 21% hmU 
42% n%IACGta 
3* 2% ImM 
28* 2ft top* ft 


16 106 2% 2% 2% ft 

188 03 13 511 29% a% 23* 

041 1.7 16 163iC6% 2* 28% 

0.18 05 X d 29% 23* 29* +1 

121 09 d 32 32 32 

1M 68 d 29% M% 29% 

IW 68 d 30% 30*2 3ft 

0216 15 542 36 35% H% ft 

an 69 d <3% 43% 0% 

1-24 56 8 1814 2 2* 2 ft 

118 4.1 a 1873 52* 52* S% 

2831 21* 22% 2Z* -1 
02 06 19 1091 37* 37% 37* 

27 3% 3% 3% +% 
10 151 24* 24% 34% ft 


29%a*dtatal 19 102 a 26% 26% ..ft. 

32* 27* PHdCp x 1.10 38 123087 29% a* 29% .- 

27% M% doraerFO 022 08 IT 2210% C7% 27% ft - 

73% 57%PhxH 02 18 a SU 70% 89* 70% ft 

13% 12% Had ICO BC B 13% 13 13% ft 

70* S3*HtaeyB* in 13 2 1607 XH 70% 70% ft. 

32% 25%nOBrx OW 08 18 299 31% 30% 31% ft 

57% <8% BttmtyA 083 06 14 480 53% 52* S2% ft 

2% 15% PtacvDonx 030 18 708245 18% 19% 18% 

19% 9%dqylX0rB 34 17 13% 13% 13%' 

30% 25* dux fekkx 2n 78 6 163 29* 29% 20%; ft 
17% 12%FRGmx 012 07 19 929 16% 16 16% +% 

56* 47%’dMGjp • 020 0.4 IT 823 55%- 54* X ft 


13% 12% Rato 
70* S3* dtacyBi 
32% 25%PUBrx 
57%46%ddMVA 


- i<li: 

1 .} -tt 
- Vi : 

■ ‘ ! . 


56* 47%’RMGjp 

44* 36% dCOk . 

49* 33*P0gxPM 012 03.33 407 39% 38* 30- ft 

51* 36%MdX 080 IC 3 2SE 51% 50% 51% ft 

4ft«1%nta 20 45 48% 47% 46 ft 

51% 42% Wjera* 042 OB 21 7 49% 49% 49* -1% - 

16%13*falk»TM 076 4J 44 277 «% 16 1ft - . 

12% fttatachEX 032 38 8 39 11 10% W% ft ' 

16% 13% toAl? 008 OC 239 die* 16* 15* ft.' 

B0* 71 MSB? 1.44 13 X 1082 94% 63% 83% ft 

45% RPRkl 1JD 48 19 2Z7 <2* 42% 42* ft. 

2S*2I%PDBP m 78 11 911 2* 22% 22* ft‘ 

3 1BPP6L 187 03 0 1267 20% 10* 20 -T . 

53%42%Ftato 044 08 X 2433 53* 52% 53% ft. 

61* 46Prackloo 024 04 2 463 61% 60* 61 ft 

26% 19% ftsmk 086 18 27 «2xZ7% 26% 27% ft - 
26%17*Ffati( » 1524 23% 23% 23% ft 

1 %MwtioiP . 1 ■ d' a » a : 

aftwftftodE m ic asm i6B% 137% 138% ft, 


1.48 38 13 6666 42% 41% 41* -1% ' 
012 03.33 407 36% 38* 38- ft 


40% 41% toyta 
51% 42%wyera* 


9% 8% tottix 
54% 46% Rarest 
90* 78% Merck 
16 1% HemiyFo 


Nt% 76% Martyx 
ft fttoa 
4* ft Natal TU 
18% 18% Retake 
17* l4%Mtax>Rt 


9* M 

-Hi 

- - : TH s 

( : ■ -ift ■ i 

.vi A 1*" iK 
. - j 

... - * 

. •* pF-Rftr.M 

- ,¥• -4 ta-p 

adi/Vjl 

-■ . 7 * dttjl 

■ < -r tall 

■>*» r *%i« 
-.5* ««-M 

.. ,^4 «R*.^ 

r r 5C7 *=*4 
' aj6 ^V-« 

. .'Mi 
s to. 

- . TZxei.m 

•. :* 

• • ’ Vw%'/3 
’/Mr \*kjm 
zna xkm 


B9% 71 MSB? 
45% RPRkl 
25*21%PDEP 
3 IBFFCL 
53% 42%PW* 

61* 48Mckloo 
26%l9%Anta 
28% I7*dhxtii 
1 % MataeLP 
09* MB* d9dE 


• t • -:x 


, '-r.T-s^s, • « «ft- 

A cs * 


-. -■ ■ 1 *.zn • 1 


80% 62* nprawfe . oa 08 16 035 78% 76% 79% +* 


37% 28% dcnotW 21278 36 35% 35% ft 

48% 37*fafti?x 080 17 15 313 46 45% 45% ft * 

50% 48% tow Coax 02 U IB 2725 58% 52* . 52* ft 

60% 49% tofe? 1.10 18 12 5385 59% 57% 58* ,+V 

62 ttRfianrtCB 4.08 67 d 61 61 fit . . 

Nft 97%PI£enGe(x 7.15 7.1 doNDlz 10ft 100% - - 

2% 2* RtoB 116 8.7 11 32M 24% 24% 24% ft 

2ft 15% PtttaMkl OH 30 101004 17* 17% 17* ft - 

30% 25* MCtor OH 38 a 650 2% 29* 27% ft 

az^zPRlUS 184 7.4 17 484 X 24% 24* • 

5ft 41% MtzP 052 1.1 17 B 48* <7% 48% +% 

34* 27% ft* Oa 08 13 131 31% 31% 31% ft 

1ft 9%dM*0rx 085 05 . 83 10% 10 10 


% A MdMMMl 
11 fttoMxdt 
17* tftHtaanx 
20 16% NOTCH 
45* 37%WRr 
94% nMMx 
25* !9*MtogeRra 
27% Zft Hacnra 


040 18 10 d 22% 2% 2% +ft I 


18% 15* PM hmU i ia 78 41 15*d15* 15% +% 

37* 30% heal 040 IC 37 2370 33* 33% 33% ft 


13% IftUtoGrti OH 07 150 11% 11% 11* 

27% 22%RdEfB9y> 1.14 48 13 115 23* 3% 23% ft 


84% 67% FefihS 
13% 10Fe»xAra 
823% fW fad 
53% 50% FCWBO 
40>z 31% FedD 
1ft 13* FfctFrt 
16% 12*FUMF 
95% 72% Fs torn 
ift ii%Faun 
54%2%FWUSA 
S% «%FWWrg 
32* a,’ ( n»C0 
«% 48%FMF 
27* 24%FMEn 
16* IftRnOii 
32* a%fltfrg 

TOM 11 ij Horn 
48* 42% ft* 

75* 46% fair 
R% 59%HCCp 
31% !8%F1tar 
37* 30% Fad* 
ft BFcrdsx 
42% 35% Fesfdki 
2 %F4«0l 

47% 47* R1 
11* 10% Franco 
8% 8% FrjnW Pr 
E%44J9FMIfa 
47 32%Fhtanr 
ft 3% Fittotx 
S% 3% FitoxB 
32* 25%MKUx 
33% 25%RMCGA 
34* 26% FlRCGB 
33% 2B% FfaaQi 
23% 15%Fta 
44* 22*FWOsea 
1B% MFdktfid 
X 18% FuQBFnt 
25% 20tom 


11% ftkdnFd? 
53% 41% UgM* 
2% 1ft kM9 
24% 13% htodfetp 
IRU 16%hdSkpti 
6% 4% IdxRri 
16% 1ft hdarea 
ft 2* hdtta 
177*128* CHx 
2* 15% IM 

4T% 40W1T 

27% 17* mu 
<8% 38% (tax 
80 47IBUPX 
48% 33% hdarai 
19% I3%harct>to 
30% 2ftHBtox 
4* 3% ktoTM 


a 10 9* 10 

02 18 15 2193oS3% 2% 53 

OCO 08 18 352 24% W% 2ft ft 
3 3012 17* 16* 17% ft 
0C5 18 16 65 17% 17% 17% 

62 4% ft 4% ft 

1.2 04 64 15* 15% 15% ft 

14 73 3* 3% 3* 

1.40 08 1»Z7J0eol7B* 174 178* +5% 
39 280(27* a 27+1% 

1 44 13 a IT15 44% <J% 44 -% 

080 10 69 27 26% 26* •% 

180 11 ST! 1 1587 48% 47% 48% +% 

078 1C 2 2443 56* 58% 58% -* 

072 1 6 10 371 46* 44% 45% +1% 

016 OB 12 141 u20 19* 20 ft 

28B 7C 10 41 a% 28% 26% ft 

361 3% 3% ft ft , 


23* 16% IRdEnA? 0/48 13 10 IB 2% 2 2 ft 

23% 16%tRct£ffl? 053 28 10 327 21% 3 21% +% 

ft 4%MkfQyp 17 597 5* 5% 5% ft 

Wft, 120 Retd x «C4 11 17 3794 138% 19% IX ft 

ift 6%Mokefar 1273 9* .9% 9* +1% 

9% 7RlMcftX on 17 » 7% 7% 7% +% 

48% 34%Mostix oa 1.4 27 9080 45 43* 45 ft 

23% 21 Homed) in 7.1 ID 640 2% 2% 22* 

8% 6% Iftxtodan OH 13 30 6% 6% 0% ft 

1ft 17%tong(nSt 1.40 78 8 BO 17% 17% 17* ft 

22* 18* Horn Cap 034 42 7 1743 22% 2% 2% ft 
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e»Sn 007 24 1502 3* 32% 33 -1 
Gantt 6 340 2% 2 2% A 

fatal IK 70 li ft % 

GufaffOD ff d Oft 6ft Bft A 
Galt CO 01467015% 14% 15% A 
GttBMx 044 17 33 20% 29% 29% A 
Gadpa 12 1000 13% 12% 15% A 
fatfaPh 2304 *« 4% *A A 
fatal a 1514 21% 1ft 10% -1% 
Snake 10K 5% 6% 5% A 
6Mfa4 2051 2*% 23% 23% A 
fata CM 7501 4% ft A A 

GtoamBt 15 320 21% 21% 21% A 
GUfapL 012 2MB 2ft 1ft 1BA -ft 
Start A (140 d fftiflft 13% 
GWiBkB 2SG 704 ft ft 5% 

GkBa 1620 11% Iftllff 

Goal Gw 71 6 ft ft A 

SxtaPik 060 n 4 3ft 3ft 3ft 
&KtaSp 06610 s ft A A ft 
Grata 02* 12 d 10% 10% 1ft A 
GnaiAP 01615 37 8% 8% 6% A 
Soman*' " d 011 018 018 
Oil Cop 177 6 5% ft A ' 

GkWWgxOff 22 411 1ft 1ft 1ft 
Optoma 196505 24% 2* 24% A 


IMga 9«57 7% B{J 7 A A 

IWBox 34 5788 22% 22% 22% A 
Macau Cp 103 13 12% 12% A 
Matas Dr 3211312 20% « 10% A 

1WM«) 19 37123%118%122% +1 

MamGaMO** 14 13% ift 13% 
MMI 074161073 40 aft 3ft A 

MMKM 478 5 A A 

MaxtiH 296801 58 55 5ft A 

MDfaftR 032 10 5* 18 17% 10 +1% 

McCotaWOff 4339601®% 25% 2ft A 
Mnbntoa 18 7 11% 11% 11% A 

HkotorCp 010 24 522 2ft 25% 25% A 
IMG sons® 7H 7% 7|| +& 
MOHdJB Iff 15 953 36% 36% 3ft -ft 
Itaatt US 12 862 1ft 10% 10% A 
Mattt 2023 1% 1% 1& ft 

Man Nr 6 1347 5% ft 5% 
MtaMf Off 152306 16% ift 15% A 

Mknga 171477 1ft 18% 18% A 

Uctocea 40 ®u1B% 16% 16% 

MOyttc 2*21 07% 7% 7% A 
MKM 56BB006B127%122%126% +3% 

Iff MM 3550 13 12% 12% A 

MttM&ak TV 13 11% 11% 11% 
IfftfH Off ff 2155 35% 34% 35% A 
MM 522 47%«% *0% 

, MBMdl 010 a 57 11% 11% 11% A 
MntaaTd 1712 11% ift I<m 

MbdamCa Off IS 3 12% 11% 11% 

Hbdtt MIxOTS IS 686 20% 28% 26% -1 
MM| Off 201577037% 36% 37% A 
Mdnf> US 31 2260 USB 1 ! 38 3ft A 
Uncoil 210 A 3% A 

Mfaw flf Off W 137 2ft 25% 25 
MISSp 04014 06 B04 23% 23% A 
Ifaagaa 61 355 a 21% S% A 


HttiftX*x0721O 688 10% 10 19% A 
MCon* 039 30 2S3uZ7% 20% 26% ft 
Mb* Sax 01318 707 1ft 16% 16% A 

NMgMV 8 ff 17 17 17 -%* 

B> 035 X 38 68% 68 68% A 

Nakar 33 5382 20% 10% 20% A 
Macp 10*14125 31% 3ft 30% A 

Natattl 105069 1ft Tft 19% A 

Naongoi 160 454 ift 17% 18 A 
fatal Cp UN 10 a2u11% 11 11% A 
NoWCu* d 13% 15% 13% ft 

MtaOB Off 16 226 55 54 54 -1% 

Ndam Off 25HS5lu47% 46% 47£ +ft 
Haifa 1 14 202 15% 15% 15% A 

NfaiTM 072 202132 46% 48% 47% A 
MUM 74505043% 41% 43% +1% 

Matt 2320668 8% 7% ft +ft 

MMttl 170582 88%. 81% .88% +4% 
HTOW 18 317 11% 11% 11% 

NSC Cap 0 d 1%tf1% 1% 


, Z14 SB 13 7072 36% 35% 30 A 

2ft. 1GUSWKM 10451 10% 1ft 1ft A 

90% 26%UMWSr ' ““‘-i 8 S 2 J? + 

Sfttt%U5NT ■ . . 87777 35% 35% 3ft +% 

ft ftUBJRfax IS U 0 47 U»% 8 ft A 

2ft 23% USX MX 076 26 15 464910% » 29% A 

33% 25% USX US x Iff 01 94017 32% 31% 31% A 

17 12% USX Ota X Off 1-5 2 -39 13% 13% 13% 

28% 25% UBaXpx Iff 65 10 532 27 26% 26% 


ft ftUBXCtocx 062 06 0 47 uft 
ft 23% USX MX Off 26 15 464010% 
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H 8k 

Stock Dh. E too* apt UwOtaCtoa 

MrMgga 12 12% 72 W A 

Ataxga • 5 IS 6% 8% 6% 

Make 2 iff ft ft H 

Attend 34 6% 6% . ft A 

MkrPl 424 6 4 fi% 42% 42% A 

MM 5448 ft ft ft 

kMxpif 207 Tft 12% 13% A 

MfaMntt 181 5% 4% S 

ASH KM 2ff 5 81 21% « 21% ft 

Amtell 12 120 5A 5A ft ft 

AodkmA 1027 6ft 6 ft A 

MttCM *67 ft 1% ft 

AMsPtiR ff ft 2% 2% 

BUIOcon 12 5 A 3% ft A 

BadgetWr Off 17 G7 2ft 24% 25% A 

DtWTAl 2 23 2% 2ft 

UTaafx 0B6 12 804 18ft IDS A 

Sami 10 4% 4% 4% A 

BrtsMai Iff 7 42% 42% 42% ft 

BtoRadA 12 227 28% 84% 25j% A 
B0MW 300 9 22 1ft 1ft IS 
Bowra Off 71778 27% 27 27,% A 

ftacaAXIffSO 31 25% 25% 25% A 

Control Off 14 26 36 34% 35 
CrHCrt! 001 49 4% 4ft 4% +i ■ 

Cnfant 20 45 29 28% 26% ft 

CmpTrt. 4 0% "0% ft ft I 

Cnapunc. 95 ift 1% tft A 


n m 

Stott Dk E Ufa Bfah IfarCtoaCfeni 

Caned R* 15.10 6% ft 6% A 
QaoATA Off 30 5W 10% 10% 10% A 
CraaCJI ‘11 4 13% 13%-13% A 

Crown CB 11 M 13% 12%12tl ,-A 
Ototo Off 17. 179 23*. 83.2ft .A 
Cjlw’ 3* 1ft 10% 10% - A 

Hkfa 1251 2% 2)] 2ft 

Exa&i CO 046 20 0 12% 12% 12% A 

Echo Bfa 2710 5ft 5% 5% +d 

Eat Ed* 032 06 40 . 6 7% 3 - 

Etttofa. - 10 68 1ft 10 1ft ft 

I gdapa ff 15 15 15 

BpH* 200 114 80% 87% 88% +1% 

Mtafr 070 33 0ttiftff%» 1 a A." 

ftaA 120 13 8 66 65% 65% A 

FoostlP ZMB 43% 42% 42% A 

RKWXOff 12 298 11% 1T% 11% ft 

Six Off 11 Iff 2ft ff ff . ft 
SBfctoffi 370 41% 40% 40H ft 

BtaFdAx Off 23 242 33% 33 33i ft 


as 

35 

34% 

35 


GkMr 

an 12 449 

« 

4% 

4ft 

4% 

+d 

GofaWd 

781 

45 

a 

20% 

25% 

A 


4 

9% 

'0% 

ft 

A 


311 

95 

m 

1% 

m 

A 

HonOri 


032 1B3DB1 26% 270 ® 

s h a h +i 

0tt ® 35 22% 22% 22% A 
7B 371 17% 1ft 17% A 
0 67 6& SU 6& A 


ha&sncp 0 « 14 13 12 % 12 % 12 % 
tt.Com 776 ft 6 % ft 

tatarngl 40 118 11% ift 11% A 

toax 2586 6 % Bft Bft -ft 


- ff 509 2d 2d 2% 

2052 Id 41% Id 
- a 126 3% 3% ft 
Off M . 48 16% 10% 16% +d 

006 ® 242 6d 6% ft ft 
40 6 90% 90 90 ft 

ff 0 44% 44% 44% ft 
052 12 236 3ft 30% 30A ft 
1595 10% 10% 10& A 
72 U10 ft 0% A 
14 29 2*% 23% 24% A 
dill 

5 1» 7% 7% 7% -ft 


4 fm dose tby 27 


Stott Bk 6160a Ugh lor Dor (tag 

HYTmA 004 21617 47 46 % 47 +A 

MR 7 10 I5A ISA lift 

faganaG M 708 6% 6% 6% A 

fatal 3 M 7% 7 ft 

PMC 10411 45 T<13% 13% ft 

fapnBItt 33 26%dZ3% 23% -2% 

5 JW Qxpx 2 ff 12 d 54 % 54 % 94 % 

IfaPnxkxOff 12 IM 0 % 6 % - 9 % A 
ToBOato 042 H) d 37 37 37 A 

Tfawda 15 525 ift 10 % 1 ft +A 
Danuta a 213 35 % 34 % aft +U 
TottM 030144 <33 10 % 0 % 10 % +d 
Towcmy o 5 A A & ft 

HAxHK 504 10% 17$ 17% ft 

UHftttsA a 41 24 2,V 2A 
uorotts a i* 2,V 2A 2A 

US CMlt 16 264 26 % 3 28 % A 

VknM 164 643 29 % 29 % 20 % ft 
HaonB 103 6262 29 % 29 % 20 % ft 

WHErx 1.12 21 ffd3A 13d 13d A 
Wnxtx 66 1% 1% 1% 


delivered 


- c - 

CTac 64 323 2ft 28% 20% 

CktonOaidff 15 273 ift W% M% A 
CaucCp 2064 6% B ft A 

worn d ?a 7B 7J1 

fa Man 689 12% 11% 12 ft 

Dvxfcta IB 286 A 7 A A 

Dxflm 40 2806 5% 4% 5d A 

Canon tac 049 33 36 12*123% 124+2% 
cariuacn two e 4ft 43 43% A 
CnofaQn 3*« 37% 34% 37% +Z% 
Canada* Off 11 d 017% 17% 17% A 

Cons 01010387a 2ft 19% 20% A 

MgOB 577 7 A 7 7% 

CSICp 19 6 0% 8% 8% ft 

CaotoCOT SB713«S 33% 34 35% +1% 

CFKBk Off 15 796 30 29% 30 A 

DMSpr 18 22 22% 20 ff 

ClaMkr 12 21 5 d*% 5 A 

□fatal Iff 165178 47 46% 4^1 
famSl IBR ft 5d 6% 

□adorn 853 Id 1% A ft 
Ctettlto 17 d 16 16 18 
ChtaSTa 64123 10 0% 9% +% 
0*01 Cp 575891 10% 18% 19 A 

CfcnFn 104 10 288 oBI 7ft 90% A 

CtttoCp 030 351044084% 63 Oft A 
Cfetfl 024 17 521025% 25% 25% ft 

Oran 143 101 13% 12% 12% 
CkittLt 7219 10% 10 10% +d 

OacoGp 39THD4 69% 06% 60% +1% 

Offal Mr 306 Id lx’* id ft 

cara% 22 d 54 54 54 
CoaCakfixIff 27 52 45% 43% 45% +1% 
CttMknn d 1% 1% 1% 

QagmtCp 45 2704 27% 26% 2ft 
COgm 377341032% 29% 32% +2% 
faarat 20 695 44 43% *3% ft 

Cttkgan Off 2S1IB6 17li 16% 17 
CaUfa* 13*10 ff 21% 20% ®% A 
CUXi* 024 1578541125% 24% 25^2 +1A 
Dncttt 006 4012 17 16% 16% A 

encsttff am 16304 17 16% 10% A 

CamettBOK 13 257 45 44 44% A 

CoatnC 1371 SO 29% 20A ft 

ConfalalB ZIOO 2% 2% 2% 

Cmpuxann 1389 10% 10 10% ft 

Conatan 634 12% 11% 12% A 

Cotton 744 5% 5 5% 

QWttta 7 294 15% 14% ift A 
cum Off 181506 26% 25% 2B, 1 . ft 
Contok . 1377 511 5% 5% ft 
CouaBMi Off 9 05 25% 25 25% +% 

CDS too 2714914 32% 31% 31% 

CnttyCp 74688 14 ift 13% A 

OnackrB 002 » 2703 20% 27% ff A 

Cranach 211T7U 18% 17% 18 A 

Cnneft» BBt 6% ft ft ft 


-H- 

HROngUa M d ® « « 

Hrtwtt 064 12 254035% 34% 35% A 
MJOftCD Off 480295 64% 63 64% +1 
Htoffcw « 5765(117% 46% *7% +% 
Htttxn 12 178 11% 10% 10% A 

Mfxtirfa 39 358 14% 14% 14% 

Hcchkgar 1337 ft Id id ft 

Mttor|x 10 6 10% 10% 10% A 

Hfarfrray 20 323 25% 24% 25 

hat* Off 123961 10% 17% 1ft +1% 
jtotogfc 21 2150 M 22% 23% A 
HonaBot 066 15 d 38% 36% 38% 

Hon fatal 05621 537 40% 48% 48% A 

HatJB Off S 333 16 15% 15% ft 

IMkitt 060 15 911 2ft 26% 28% A 

HorenCo 7 12 5% 5% 5% A 

ttMTach 157169 30% 27% 20% +13 
Hprttn 613 ft 6% ft 

NW6to» 264 ft 2 2d ft 


- o - 

OCfafap 17 96 14% 14 M% A 
Octal# 1040*4 19 1ft 10% A 

(fatal* 23 445 IS 11% 12% +1% 

ONnLg 181109 10% 1810% ft 

ogWfarN mo 0 » **% *2% 44 A 

OMoCa Iff 11 446 42% 41% 41% A 
Qhdflax 1ffiaisn«53% 53 53% A 
ON MB 00217 24040% 40 40 

Ottncap Iff 13 « 46% 47% 47% -1 

f One Price 11 3% 3% 3% 

On* 4343B®0«7% 46 47% A 

Orb Son a 631 16% 16% 16% A 

Odntocb 181521 a27%Z7% ft 

OrogMat# 131380 2S 24% »% A 

onxtta 00 148 ft 8% 9 

OHfa) 3 936 07% 7d 7 U ft 

OahMMx 026100 206 17% 17 17% A 
OahkttT QfftSQ B5ul3% 13% 13% A 
OBttfax Iff 12 46 31% 30% 31% 
(MrMft 4610025 06% 64 65% A 


SCOBM 212 1% 1 Id 

Swfttii Iff 2 32% 32% 32% 

SB IN# 02610 315 21% 2121% 
SlttkB 7 d 7 7 7 

Stall 1.1210 2370*5% 43% 44% +d 
SopieS 70 1939 16% 15% 10% A 
Sequoia 1754 u3ft 3d ft +d 

SorvTach 348 ft ft sd +d 

Sawrai 022 77 II (710 1318% A 
□■Mad (LB4 a 4058 54% 51% 54+2% 

ShTdtfta 299 5% 5% 5% A 

Etoxwond 15 1G5 18% 18% 18% +d 

ShmttzP 25 2941 21% 21 21% A 

Sgow Q2S® 2196 30% 30% 30% A 

SfataOu 321696 A 33 A A 
SfcnVBc 16 573 40 3B% 36% -1 

SUkxMk 44 2763 24 a 23 A 

Sfapaoi 040 101603 ift 1ft 1(1% A 
SoCnT 10 d A d ft 

SnWMd 331273 57 56 56% A 

SaXFOl Iff 141315 39% 3ft 39 A 

»fa)a(A 4ff 6% 6% 6% 

Spjokae 401617 0% 8% 9% +d 

9faffC Off 16 779 31% 30d 30% A 
Sfata 31 7123 21% 2«J 21% A 

Sfatxxja B710721 33% 32% 33% A 
Sal Mao 740 ft ft ft A 

SaelTecx 010 12 155 10% 10% 10% -ft 
SUdyUSA 143 Id Old Id ft 

GUM 050 10 250 10% 18% 10% 
SnatorQ 051 47 17 1ft ift A 

StrMoglc 051 % (ft d ft 

Sattpi# 221261 23% 23% 23% 

Sfafar 010 304347 u35 33% 34% A 

Sottllt) Off 16 174 15% 15% 15% A 

SnnlanoB 080 122100 27% 27% 27% 

SunrMTa 2111 7 G% 8U ft 

Suttt 2062373 1*40 SJ% 34% A 

SwBTra K 1799 31% 2ft 30% -% 

Spaaakto *354 16% ift 16 A 

Symantec »US» 19% Ift 10 ft 

Synttyx Off 10 2 15% «I 2 15% -% 

Syneflc 16* » 38% 38% A 

SpanStt 010 8337 7% 7% 7H A 

SptBSGM a 503025% 24% 25% 


-T- 

T-CMSc 909 1% Id A ft 

TAmPr 0Sai130 4ft 4848*2 ft 
IBCCp TO 570 7% 7% 7% 

TCACfak 06431992 33% 33 33% ft 

TOfipA 21595 14% 14 14% A 

Tldtttl 2118646 28% 27% 2ft *1% 
Tocxoanh Iff 10 64 53% 52% 53>2 +1 
Tafatae 115 748 20% 28% ®% A 
TetooSys 695 10% ft 10% A 

TaKfanAU) 56177 TBit 72. TS 
Ttata 482 SB®d 90% 47% Sft +1% 

TetaaoCp 001 12*9 1ft ift ift 

Ten Tac a 41 24% 2«% 24% A 
DMPMndff 363812 60% 56% 60+1% 
3Com Z7T17BE 4ft 43% 48% +3% 

79* 222 5% 5% 5% ft 

TJH# 023 19 212 23% 22% 23% 
DxBMO Off 14 184 9% 8% 0% A 
Tokyo MxrxOff 73 229 61% 50% «% A 
Too Brown 421291 20% ® 20% ft 

TocWJph 15 17 ft 8% 8% 
ToppxCo 0® 753 3f3 3% ft ft 

TranWrU 13 ISO 13 12% 12% 
Raacand 543 A 3% 4 

Data* Off 910® 35% 33 33% A 

Dtatok 700 13% 13% 13% A 

Tmorisn 2® 2% 2 2 

DtafeoBkC 1.10 14 26? 20% 20% 20% A 

Tseng Lib 32* 4% « 4% A 

TpFdA 010® 6044 ® 10% 19% A 


14 18 16% 16 16 A 
170 1% 1% Id ft 

ff 107 ft 8% ft 

767 1% Id Id 

21 14d «% 14% A 

1418890 B% ft B% +JZ 


1JM1B 5BR Ml 79% Bft A ti meu*. « 

M«iwfaS fflWi! A togtaaMit Off 12 207 14% 14% 14% A ftfal*BX Iff 15 58 47% 46% 47% 

Sfl aSta!S% faK>srD» MSI >15% 14% is ft Pwafal <3 Hi 1% 1% 

SSFZ5J!J££ 

7219 ift 10 10% +d "*“** an 4 % A p m. 17 sot 2ft 23% aa% 

3BTHM Eft 06% 60% +1% *W* 0* aH3ai1®^83%189d +«% ’0*'®% ®% »% 

398 Id 1x1 id ft “7® 15B3 2{i 2% 2% WflPtaff 148T7B45 53% ff% 53% 

32 d 54 54 54 WuTM Z3 394 15% 14% 15% A MP » 811 12% 11% 11% 

Iff 27 ® 45% 43% 4ft +1% HartcaA 0® 152019 W 21 21 -2% Tmm 132 E B Bft Bft Gft 

d 1% 1% 1% kfato 2394 7 68 ft ft * J? ^ S S 

45Z704 27% 28% 28% Hofaaf 2383 1% 1% id A 5*51 5 It 

377341032% 29% 32% +2lz ttmtoa 2 940 10% 10 10 -A J 4 

® 995 44 43% 43% A faaittc 141233 11% 10% 11% A .. ** ** 

Off ail® 17li 16% 17 HQfayM 15 128023% ff 23% ft njn ^^ tSS 

13*10 ff 21% 20% 21% A fa„ Off 18 890 21% 21 21% A JSH? SS « 

124 15 7854 1 ffli%24%2Sj+1d 0^,116 32 d 235%23S%235% “J1J2SS2 


- J- 

JUWack a 116 14% 14% 14% A 
jaaxike 15 3® 0% 8% 6% A 

JdxaonW ff 13% 12% 13% A 

Joaatt *85 1ft 10% 10% A 

JoasMad 009 46 3611 37% 34% 36% +1%. 
JSBBt Iff 17 83oU^z 42% 44% A 
JoaUg 032 13 1® 1ft 15% 15% A 
Jotti 0161* IS 1211% 12 


- K- 

008334 70 13% 1ft tft A 


Portugal 


29 ’t ’t ’t i! uaanC f 7 » ift ift tft s 

■££ ^ t IMf * 084 14 IK 2B% 2ft 2B% A 
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B5GS 23% 22% 23% A 
1399 ft 5% 5% ft 


-D- 

DSCCB) 25980026% 25% 26,’, -ft 

DtoTQinx 013 ff lOSWftlOft -4% 

DaWhn 1515 3% 3,'c 374 +35 

Dawccpa 09 340 ff « Ift ft 

DtophUp l» 19 830 44% 44% 44% A 

DabEhops Off 10 *% 4% 4% 
DfaMbGb (UB47 316 dB 67 Bft A 
DatohMVtdff 35 18 28% 27% Zft A 
OefQnp 4lB1QUnS%I0ftl13% *8 
Up* 037 20 550 52% 5ft 52d +1d 
DHtt 1# 5% 5% 5% A 

DHTach 05 37 16% 18 16% A 
nglM 2812 0 8% 8% A 

OUMbu 488201 32% 3ft 31% A 
ng Sound 1950 id S id ft 

BgSjrt IS M 14% 14% 14% A 
DtomCP ff 27uK% 51% 52% A 
Dfifabra 072 8% 7% Bft 


1JH 14 12 39% 38% 3Bd ft 
271Etfu52% 48% 81% +2 
71 % tt % 
21(0999 35% SI S4jj+3« 
12734 u35 32%34%+3% 


-P- Q - 

PSCOrx 000152191 u<3% 40% *3% +% 
fafiatap 014 84 S*u11% 11 11 A 
PxKnA ff ff 72% 72% 72% A 

PKKM 31 ff 76% 76% 79% A 

PawnT 4230732 45% 43% 43% A 
Pfottn# 036 92206 54% 5ft 5*% A 
Paatonx 050 13 ZIOO 10% 10% 1ft A 

Pam DOT 15 407 Z7% 27 71 A 

nuttgx 100 15 58 47% 46% 47% A 

fafachl 43 111 1% 1% -d 

PBaMMLXQff Z7 70 ® 10% 19% A 
PMpBtoQ 087 17 397 23% 23% 23% A 
PnapMH 02214 104033% 52% 32% A 
fagtttt 14817645 53% 50% 53% +2% 
Pttfgo 21 811 12% 11% 11% A 
fanfat 132 72. 32 50% 60% GOd -d 

mourn 31808 12% 12% 12% A 

Pfontar 452211 20% 1ft 19% +% 
FhomOth 28 778 14% 13% 14 

ntfaCpMl 9925 6% 6% 6% 
Pttnto 1418743 13% 11% 12% -1% 
Pfaaartp Off 33 1® 25% 24% 24% A 
FtaaarSt 012 11 1073 12% 11% 11% A 
Ptar a 1932 1ft 14% 15% A 

Wa (M 372500 ® 1ft ® 
iUTel 8 ff 5% 5% 5% A 

Pnotokx 058 7 187 17% 17% 17% 

Pom* U 17901ft 15 15% A 

PtoaCfa 0® B d% a 

HuUk Off 121143 15% 14% 15 A 

naaott 1® 744 71 Bft 71 A 

PMP1* 103110 21% 2ft 20% -% 

Plkfant 15 183 13% 13% 13% A 

PM Op* 0® 33 1B7uB6% 65% 65% A 
Qttaxwn 114 68® 56% 55% 56 A 
Onto Food 21 ff 37% 37% 37% A 
(ttttxn 22417GB 40% 38% 39% +1% 
Duktalr 18 850 25% 25% 25% A 
Outada 1X2X2 Sft 58% 5ft +7 


-R- 

Ittttw# 131014 1715% 1ft A 

RtaC 272 31 2H 2» -d 

j Rqnxtt a® 16 465 32% 31% 32 
000 14 S9B7 41% -40% 41% 


-U- 

UCntaaSl 1JB 10 45 23 22% 22% A 
IXtkdSt 10 10022% B 22 A 
IMtag 012 18 311 23% 22% 23% A 
Urirnx 240 14 302 53 S2% S3 A 
Uffaacp 104 192032 62 81 81 -1 

US Energy 23® 8% 7% 8% A 
US fa) 265SraSuB0% 75% 60% +€ 

US Sank ff 2d 2d 2d 

US7K awx 2X 47 48% 46% A 
UST Cop Off 11 1822 21% 20% 21% +1 
Utah Mad 006 12 n 11% 11% 11% 

Ud Tatar Off 19 78 88 88 68 A 
Ufa 10 151 4% 4% ft 


I - v- 

Vfamat# 045 24 36 41% 4Q|J 40JJ -JJ 
VngraCrt 1186248 1* 11% 13 +1 
ttrira Off 0 7SuM% 24% 94% ft 
VUnox ff 17% 17% 17% 

Mar 35 5® 21% 20% ®% -A 

VfccqfW 57 243 12% 11% 11% A 
Wanria gl e 22 449 1$% 15% ift -,*< 
US Tech 4313re*u2ft 24% 2S2 +ld 
VoknB 048 2ff7K8%27% 78 A 


- w- 
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Dow rises Sell-off fears weaken Deutsche Telekom 
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US blue chips shrugged off 
early weakness at midses- 
sion, helped by a technology 
stocks rally and by takeover 
speculation, writes Jane 
Martinson in New York. 

The Dow Jones Industrial 
Average rose 39.97 to 7385JJ8 
at lpm, erasing earlier 
losses. Interest rate fears 
had been blamed for some of 
the earlier deterioration. The 
30-year benchmark note fell 
3 to 95, pushing the yield 
above the psychologically 
important 7 per cent hairier. 

The subsequent rally was 
led by AT&T as the market 
reacted favourably to reports 
that the telecommunications 
group was in merger discus- 
sions with SBC Communica- 
tions. AT&T, a Dow compo- 
nent, rose $1% or 4 per cent 
to 937%. while SBC gained 
$% or L5 per cent to $37%. 

Mr Brie Miller, chief 
investment officer at Donald- 
son Lufkin & Jenrette, said 
that the bond market would 
not depress share prices sig- 
nificantly until the yield 
went "decisively above the 7 
per cent barrier”. He pre- 
dicted further short-term 
gains in the market, chiefly 
because "the Fed Is on hold” 
after Bailing to raise interest 
rates last week. 

The technology-driven 
Nasdaq composite index 
showed little sensitivity to 
the interest rate outlook 
with strong and early gains. 
It rose 1&82 to 1,40824. A 
strong performance last 
week helped the index heat 


records last set in January 
before it suffered a correc- 
tion. Intel. Microsoft and 
Dell were among the gainers. 

The Russell 3000, the 

ftmaljpr company iyirtev that 
has also underperformed 
against the blue chips over 
the past year, similarly 
shrugged off interest rate 
fears. The last time the 
benchmark yield breached 
the 7 per cent barrier the 
index suffered a month-long 
correction. Yesterday it rose 
0.60 to 376.27. 

The more broadly-based 
S&P 500 rose 403 to 851.06. 
IBM and Boeing were among 
blue chip gainers. The for- 
mer flirted with an all-time 
dosing high at $177%, up 
$4% or 22 per cent following 
an upbeat analysts' presen- 
tation in the past month. 
Boeing was hit by profit- 
takers last week after the 
European Union expressed 
concerns over competition. 

TORONTO moved lower as 
the rally of the past three 
sessions sparked profit- 
taking. Golds ground, 
but all other leading sectors 
retreated. At noon, the 300 
composite index was off 
53.73 at 6,437.40. 

Banks showed clear weak- 
ness ahead of first-quarter 
results statements from 
Bank of Montreal and Bank 
of Nova Scotia. Bank of Mon- 
treal gave up 65 cents to 
C$54.40 and Bank of Nova 
Scotia 35 cents to C$58.45. 

Alcan Aluminium shed 40 
cents to C$49.50 and North- 
ern Telecom 70 cents to 
C$117.30. 


Domestic consid eration s 
took over in FRANKFURT. 
From looking at 3,700 early 
in the day, and an all-time 
intra-day high of 3,69456, the 
Dax Index came back with a 
weak bond market to dose 
3.88 lower at an Ibis- 
indicated 3,665.43. 

Turnover was up from 
DMlO^bn to DMlO^bn. 

The German government's 
funding requirements, and 
their potential effect on 
Deutsche Telekom, came 
back to haunt investors. 

The company came to the 
market, arguably overpriced, 
in mid-November, the shares 
had a couple of months in 
the doghouse and were 
restored to favour with a 
gain of 37.7 per cent, from 
DM29.86 to DM41.13, over the 
four-month period to May 13, 

Yesterday, Deutsche Tele- 
kom fell DM1.33 or 32 per 
cent to DM38.72. 

First, Bonn sources were 
reported as saying that the 
government planned to sell 
287m Telekom shares in 
1997. although new share- 
holders were originally 
promised that the govern- 
ment stake would be held 
until after the milleninm. 

Secondly, just before the 
Ibis close. Telekom itself 
said that it would keep Its 
right to a capital increase, 
meaning more potential sup- 
ply for the market to absorb, 
even if the government went 
ahead and sold its stake. 
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Other domestic sector 
news got a mixed reaction. 
Metro, the retailing conglom- 
erate, was feted with a 
DM620 or 35 per ««nt gain 
at DM184.40. Metro's results 
were slightly better than 
expected, said Mr William 
Cullum at Paribas. There 
were indications that its 
profits were moving reason- 
ably vigorously in the right 
direction and the company 
said yesterday that it might 
well bid for AVA. the food 
hypermarket group, which 
itself rose DM35 or 6.7 per 
cent to DM555. 

However, there was reac- 
tion in the construction 
industry, which had seen 
occasional bouts of bottom 
fishing this year. Bilfin- 
ger & Berger produced DVFA 
naming s figures below ana- 
lysts' targets, and fell DM2 
or 3 per cent to DM65. The 


analysts said that its perfor- 
mance did not compare with 
that of Hochtief but Hoch- 
tief, unfortunately, fell 
DM2.40 or 3.1 per cent to 
DM75.60. 

PARIS steadied. Off 108 
points on Monday an politi- 
cal uncertainty, the CAC 40 
index clawed back 25.60 to 
2,680.34 after dropping to 
2,641.88 early in the session. 

“The departure of Juppe 
shows that the Chirac camp 
are determined to wrest the 
Initiative if possible. It's 
going to be a volatile ride 
imtii Sunday's final round in 
the voting, and it could get 
even bumpier once the 
result is known,” said one 
broker. 

In spite of yesterday's 
modest recovery for shares, 
bourse sentiment was said to 
be "still very fragile”. Low 
turnover was a direct reflec- 
tion of this, with less than 
v?m shares changing frpnflg 

Renault stayed out of 
favour, losing FFr2.10 to 
FFr14420 amid talk that a 
change of gnv a mmpwt could 
dilute its restructuring 
plans. Worries that its 
merger with the state-owned 
Aerospatiale could be vetoed 
left Dassault FFr62 lower at 
FFr1,168. 

On the upside. Air Liquide 
rebounded FFr31 or 82 per 
cent to FFr910 as Monday's 
upbeat presentation to ana- 
lysts lifted it above the 
political fog. 

MADRID galloped to yet 
another bi g h [ tailing itself 
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that although a new coali- 
tion in France might bring a 
watered down version of 
European monetary union, 
Spain could still profit from 
Emu as long as it happened 
on time. The general index 
rose 7.03 or L2 per cent to 
577.76. 

Communications led the 
sector gains with a rise of 2.1 
per emit, Telefonica pulling 
on Pta95 at Pta4^20 in heavy 
trade bolstered by foreign 
buying. 

Gas Natural added Pta920 
or 3 J2 per cent at Pta29600 
after news of a four for one 
share split and, In banks, 
Sarri-awilar put on Pta200 at 
Ptal2,750 after it announced 
the purchase of a majority 
stake in an Argentine bank 
for 9 594m. 

AMSTERDAM eased lower 
to finish with the AEX index 
down 6.06 at 806.13. Dealers 
said that selling pressure 
was relatively light. 

Nedlloyd was the one 
index stock to stay upright, 
adding 10 cents to 51 47.70. 
PolyGram was the. back 
marker, off FI 2.00 or 2.1 per 
cant at FI 9320. 


Among second liners, Pak- 
hoed jumped FI 2.40 to 
FI 65.40 following a broker 
recommendation. Oc6 added 
FI 5.80 to FI 247.80. 

ZURICH thought again 
about the Roche acquisition 
of Boehringer. decided that 
short-term warnings dilution 
might have longer term 
advantages and left the cer- 
tificates SFrl90 higher at 
SFrl3,l95- The broad market, 
however, was unsettled by 
early weakness in the Dow 
and by US consumer confi- 
dence data at a 28-year high. 
The SMI index closed 6.7 
lower at 5,190.0. 

MILAN moved higher, 
helped by reports that the 
government was planning to 
reduce inter-connection 
charges for mobille phone 
operators. Stet added L143 to 
L8675 and Thu gained L45 to 
L4.680. Olivetti, which has a 
sizeable stake in the sector 
via its Omnitel unit, gained 
L7.80 ‘to L506. At the close 
tiie MIbtel index was up 84 
at 12^37. 

VIENNA squeaked to a 
third consecutive record 
closing high, although a late 


flurry of profit-taking-left . 
the ATX Index only, . 1.58 / 
higher at 1,810.7.' ..-Mayr- . 
Melnhof, the cartqnhoard.y, 
maker, caught iqp v^ . ithe. V 
broad market withagaln-of 
Sch24.i0 or 4 per" cent at : * 
Sch627.ift but Bank Austria . 
prefe fell Sch92Q to Sch436 
after Vienna's ruling 'City , 
coalition agreed to'seSLa 49. 
per cent voting stake, her- ' 
aiding Austria’s' biggest 
hnnir privatisation, to date. . .. 

ISTANBUL, which dropped ■■ 
last week on political: tmeer- 
tainty. enjoyed a 3.6 per cent . 
rebound; - but caution 
remained, even after press 
reports suggested that Mr 
Necmettin Erbakan, Tur- 
key’s Islamist prime minis- . 
ter, had agreed to an army 
plan to sack scores of Islam- . 
1st officers, at yesterday's 
Supreme Military Council 
meeting. ^The IMKB- 
National-lQO index closed 58 
higher at L523.' ' . " ■ 

PRAGUE’S RPEX index 
recovered a further G0R or 
6.2 per cent to 1,0435, follow- 
ing a drop of 282 per emit in 
the real-time -index in the 
three months to May 21> 

This followed, a sharp fan ■ 
'ta'the koruna after the aban- 
donment of the currency's 
Hwif to the US dollar. But 
analysts warned that the ' - 
euphoria would fade as . 
investors faced the reality of 
high intere strateB^and poor ; 

Written and edhed by WWam 
Cochrane and Jeffrey Brown 


Manila extends recovery to fourth straight day 


Mixed start for leaders 


Leading Latin American 
stock markets were mixed in 
early trading. MEXICO CITY 
opened flat as ADR weak- 
ness on Wall Street filtered 
into the market With talk of 
a deal with Wal-Mart of the 
US fading, the Cifra retail 
chain shed 10 centavos to 
13.20 pesos, while Ahmsa, 
the steelmaker, dipped 12 


centavos to 18.10 pesos. At 
mldsession the IPC index 
was Off 18.09 at 3,966 A3. 

SANTIAGO also edged 
lower, the IPSA index show- 
ing a decline of 0.26 to 125.08 
at midsession. But CAR- 
ACAS pushed higher to rack 
up a midsession improve- 
ment of 41.24 to 6,368.74 on 
the IBC index. 
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A late surge pushed 
MANILA ahead for the 
fourth session running and 
left the composite index 
112.71 OT 42 per cent higher 
on tiie day at 2,710.91. 

Initially limited to second 
liners, buying spread to lead- 
ing stocks and created the 
second sharpest sin gle day 
advance of the year. 

There was a clear upswing 
for sentiment said brokers, 
although the low volumes 
suggested that part of the 
day's gains were technical. 
At 2.1bn pesos, turnover was 
well below average. 

Among blue chips. Ayala 
Land rose L25 pesos to 9.75 
pesos and Manila Electric 
gained 7 pesos to 137 pesos. 
One broker said there were 
clear signs of bargain 
hunting after the recent 
steep fall 

TOKYO fell below 20.000 
on selling by domestic insti- 
tutions, although blue chip 
exporters advanced on tbe 
dollar’s recovery to the Y116 
level and traders noted the 
entry of individual investors 
to the market, writes Gwen 
Robinson. 

The Nikkei 225 average 
slid 153.61 to 19,889-89 alter 
moving between 19.848.38 
and 20.149.01. Early trading 
was lifted by the advance of 
international blue chips but, 
in spite of tbe increased indi- 
vidual investment on the 


buy side, hefty domestic 
institutional selling damp- 
ened share prices in the 
afternoon. 

Volume rose from 269m 
shares to an estimated 306m. 
Declines led advances 733 to 
341, with 164 unchang ed The 
Topix index of all first- 
section stocks shed 10.16 to 
1.484.45 and the capital- 
weighted Nikkei 300 was 
down 2.00 at 287.26. 

Individuals continued to 
buy shinirn Electric, fhe pre- 
paid card maker. In response 
to Friday's reports that NTT, 
the telecommunications 
leader, would use the cards 
in a new pay-telephone 
system. Shinho. the day's 
most active issue, jumped 
Y75 to Y542. 

The dollar’s appreciation 
to the YU6 level encouraged 
renewed interest in export- 
driven issues , although lin- 
gering concerns about fur- 
ther turbulence in currency 
markets limited their rise. 
TDK added Y60 to Y8.630 
and Pioneer Electronic Y10 
to Y2£80, but Sony fell Y10 
to Y9.690 and carmakers 
retreated, with Toyota off 
Y80 at Y3.510 and Honda 
down Y40 at Y3.540. 

Minolta added Y30 to Y760 
on strong profits and sales in 
the business year to March. 
Among other issues to bene- 
fit from positive earnings 
announcements, Toshiba 
edged up Y5 to Y715 and 
Fujitsu Y20 to Y1.380. 


Oki Electric Industry, 
however, fell Y21 to Y585 on 
Monday's lower than expec- 
ted results. Ishlkawajima- 
Harima Heavy Industries, 
which also announced lack- 
lustre ear ning s , fell Y23 to 
Y458. 

Two hnnira which posted 
recurring losses tor the busi- 
ness year paid the price: Nip- 
pon Credit Bank fell Y8 to 
Y239 and Nippon Trust Bank 
by Y26 to Y380. 

General contractors 
retreated after a gover nm ent 
panel on fiseei r efo r m rec- 
ommended large cuts in pub- 
lic works spending. Shimizu 
slid Y14 to Y700 and Kajima 
Y14 to Y646. 


In Osaka, the OSE average 
fell 121.24 to 20,758.15 and 
volume edged down to tiL3m 
shares. £n London, the ISE/ 
Nikkei 50 index rose 5A9 to 
1,569.67. 

JAKARTA moved ahead 
but activity was said to be 
low ahead of tomorrow's 
general election. The com- 
posite inrier gained '5.65 or 
0.9 per cent to 668.85 in mod- 
est t u rnov er of RpSlfibn. 

There was bargain hunt- 
ing among bigger capitalisa- 
tion stocks and it was a rela- 
tively busy day for some 
amfliiftr caps. One of these. 
Mas Mumi, a property 
group, topped the activity 
charts, trading 33.1m shares 


anil rising Rpl25 to Rpl.060 
on continued talk of a possi- 
ble takeover or rights issue. 

TAIPEI closed lower on 
profit-taking with the 
weighted index slipping 7140 - 
or 0.9 per cent to 8,12326 on 
turnover, described, as 
muted, at T$73^bn. Trading 
focused heavily, .an electron- 
ics shares. Winbond gained 
T$L10 to T938A0 and Acer 
T$0.50 to W but there 
was heavy selling elsewhere 
in tbe sector, which endpd 
off 12 per cent : ' 

SINGAPORE . moved, the 
Straits Times Industrial 
index closing 19.69 higher at 
2,076.01. However, brokers 
noted signs of late, concerted 


buying by a small number of 
investors, and said that it 
might be derivativesJinkecL 

Datacraft Asia, a specialist 
in systems network Integra-' 
tioh, leapt 21 cents or 72 per 
cent to S$3.10 on a newspa- 
per report that it was fear 
tured .as one of the top Sing- 
apore stock picks in a US 

SHANGHAI saw Institu- 
tional support buying of 
shares with a heavy index 
weighting, and the B share 
index rose 3.62 5 or 4.4 pe r 
cent to 85.763; SHENZHEN, 
recently more volatile, 
staged a recovery that left 
its own B share index up 4.73 
or 32 per cent at 15L07. 


South Africa closes flat 


t Band on May 2M 1887. O CopyriaM, FT8E Mam rt o M d United, Oofctmaa, Sarin A 
Co. and Standard * Poor'a. 1887. AI rtsMa naawd. 


FT/S&P ACTUARIES WORLD INDICES 


Shares in Johannesburg 
continued to trade narrowly. 
Volumes were healthy, but 
the main indices showed 
little overall movement The 
all-share index ended 2.2 
lower at 7,0652. 

Both industrials and golds 
were flat Industrials ended 
off 0.3 at 8,319.3 and the 
golds index eased 2.3 to 


1,186.5 despite a generally 
better day for the bullion 
price. ABI jumped R1.10 to 
R27.70 as a rival soft drinks 
bottling group, New Age 
Beverages, filed for liquida- 
tion. Sun crush gained 20 
cents to R9-20. 

SoutbWits hardened 3 
cents to 25 cents amid talk 
of management changes. 


Two continents 
Two leading exchanges 
Two world-beating contracts 

One big link 


The FT/S&P Actuaries World mdtoes are owned by FTSE International Limited, Gakfinan, Sachs & Co. and Standard ft Poor's. Tbe Indices are compiled by FTSE 
International and Standanl & Poor's In confunctton with the Faculty of Actuaries and the Institute of Actuaries. NatWest SectsWas Ltd. wss a co-ftxAtder of tbe Indices. 
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Through the transparency, flexibility and efficiency of open 
outcry trading and with the safety of full fungibility, the 
CBOT-LDFFE link offers global market participants access 
to the liquidity of the worlds most traded bond contracts in 
their own time zone. 

LIFFE Bunds on the CBOT and CBOT T-Bonds on UFFE . . 
- that’s a true linkage of leaders. 

For more information, call Michelle Townsend at LIFFE •; 
on +44 171 379 2432 or Suzanne Matus at CBOT on 
+44 171 929 0021 ext 14. 
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PREPARING FOR 




AN FT GUIDE 

The quality of technical preparations and pace 
of decision making have given Emu an air. of 
inevitability. But exclusioite from the first wave 
could prove explosive. Lionel Barber reports. 

Run-up fifr |ea|i | 
into the unknown 


Fasten your safety belts. The 
plan to launch European 
economic and monetary 
union on January 1, 1999 is 
accelerating Into a 
nerve-racking end-game. 

Once sceptical financial 
markets have turned into 
true believers in the single 
currency. Banks' and big 
business are investing 
heavily to prepare for the 
eum The French and Ger- 
man governments are ada- 
mant that Emu wfl] be the 
cornerstone of a more united 
Europe. An air of inevitabil- 
ity surrounds the project 

Yet Emu retains a capac- 
ity to surprise. Growth in 
Europe remains sluggish by 
US or Asian standards, mak- 
ing it harder for countries to 
meet the Maastricht treaty 
deficit targets. Last week, 
the German government to 
an act of desperation, 
announced it was planning 
to revalue the gold and for- 
eign currency reserves of file 
Bundesbank, in order to 
meet the deficit target of 8 
per cent of GDP in 1997. 

For better or worse. Emu 
has become the defining 
issue in European politics. In 
Britain, the Conservative 
party’s civil war over Europe 
and monetary union led to 


Labour's landslide! election 
victory. In Germany;.^ChaD- 
cefiqr Helmut Kohl .lias cho- 
sen to stand for ahnhprece-' 
dented fifth term' in." office - 
next October, largely -on the. 
single currency ticket 
In Italy and Spain; prime 
ministers of coalition gov- 
ernments of the centre-left 
and centre-right - have 
declared : their . policy . to be 
“Emu or bust", m France, 
President Jacques Chirac 
has called a snap general 
election, probably to' clear 
the decks before a fresh 
round of spending cuts 
needed to meet the public 
deficit criterion. 

One senior European hen- * 
tral banker complains that- 
Mr Chirac's move reflects 
the “sect-like" approach to 
monetary, union. Certainly, a 
wide gap exists between the 
political , elites who' support 
Emu as the catalyst, for 
deeper integration and ordi- 
nary citizens who associate 
ft with deflation and high 
unemployment 
So what 'are the prospects 
for a timely launch? Which 
countries are likely to meet 
the Maastricht criteria? And 
what are the likely political 
Implications of the Emu 
project? 


The first argument in 
favour of a successful launch 
is that the politicians are 
- simply too deeply committed 
to Tetreat Chancellor Kohl 
embodies the iron will to 
make Emu happen; his 
recent declaration that a 
delay would be “intolerable" 
may even have been a hint 
to Mr Waigel to press ahead 
with the revaluation of the 
Bundesbank reserves, 
.despite the inevitable 
charges of accounting chica- 
nery and the damage to the 
prestige off the Bundesbank. 

Second, however unfairly, 
European leaders are fluking 
Emu's fate to the success of 
the other big EU project: the' 
pin-nnBrt enlargement to cen- 
tral and eastern Europe 
around the turn of the cen- 
tury- 

Third, technical prepara- 
tions are more or less In 
place, thanks to sterling 
work by the European Mone- 
tary Institute, the Frankfurt- 
based precursor of the Euro- 
pean Central Bank, and the 
European Commission in 
Brussels. 

. The breakthrough came in 
Madrid in December 1995 
when EU leaders agreed to 
the “double big-bang" 
approach on the introduo . 


tion of the single currency. 
Exchange rates far qualify- 
ing countries will be fixed 
irrevocably on January 1. 
1999 when the euro will 
become the major transac- 
tion currency for govern- 
ments and corporate treasur- 
ers. Euro-notes and coins 
will enter circulation 
between -January 1, 2002 and 
June 2002. 

Six months ago,' in Dublin, 
EU leaders followed up with 
a hard-fought agreement on 
a growth' and stability pact 
to govern budgetary disci- 
pline among members of the 
euro zone: and they forged a 
second accord on a 
revamped exchange rate 
mechanism to regulate rela- 
tionship between the “ins" 
and “outs". They also settled 
the legal status of the euro. 

The quality of technical 
preparation and the pace of 
political decision-making has 
given finance and industry 
the Incentive to start invest- 
ing in the new software and 


t 



s kills needed in the post- 
Emu world. An informal alli- 
ance exists between big busi- 
ness and the technocrats 
similar to the one which 
underpinned the launch of 
the single market ten years 
ago. 

The dally mantra is that 
all will be revealed in May 
1998 when Ell leaders choose 
which countries have met 
the Maastricht criteria; but 
there are inherent contradic- 
tions which make the proj- 
ect at least in some eyes, 
questionable. 

The basic tension exists 
between the independent 
professionals in the central 
banks and the politicians. 
The professionals fear that if 
countries without a record of 
sound public finances and 
exchange rate stability join 
Emu early, the stability of 
the central bank and the 
euro could be compromised. 
Yet politicians are reluctant 
to countenance a “narrow" 
Emu because it could split 


the EU. These tensions are 
compounded by the “Ger- 
man problem". 

Officially, Emu is open to 
all, but the German govern- 
ment must be able to show 
that the Maastricht rules are 
being applied rigorously, or 
risk an adverse ruling from 
the German constitutional 
court or a popular backlash 
against Europe. Already, 
more than two- thirds of the 
German public are sceptical 

about surrendering the 
D-Mark. 

German officials admit 
tha t, the Maastricht criteria 
were intended to reduce the 
chances of weaker econo- 
mies, notably debt-ridden 
Italy joining Emu in 1999. 
Yet the Italian government, 
while scrambling to meet the 
deficit target with a mixture 
of one-off measures and 
promises of structural 
reform, has warned that the 
consequences of exclusion 
from Emu would be dire: a 
slide back into the political 


Chapa and indiscipline 
of the 1970s. even a secession 
of the rich north to the euro 
bloc. 

One compromise would be 
for latecomers to wait 12-18 
months before joining mone- 
tary union in, say, 2000, well 
nhp«»ri of the introduction of 
euro-notes and coins. A 
sweetener would be to hold 
open one or two of the six 
seats of the executive board 
of the ECB. But when the 
prospective deal leaked out 
earlier this year, it met with 
denunciations from Rome 
and accusations in the press 
of “monetary racism". 

Somehow, someone has to 
find a way of defusing the 
explosive politics of Emu. 
Monetary officials believe 
that the financial markets 
may settle the question of 
Emu later this year, second- 
guessing the politicians and 
pushing np the interest rates 
of those countries unlikely 

continued on page 2 
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ECONOMIC IMPACT • by Wolfgang Munchau ^ 

Predictions of 
widespread risk 
and reward 


There will be 
deep structural 
implications for 
Europe’s 
economies 

There are not many historic 
parallels that measure up in 
si gnifi cance to European 
economic and monetary 
union (Emu). The most obvi- 
ous is the German ZoUverem 
in 1834, the customs onion of 
German states that gave rise 
first to a fixed-exchange rate 
system between the gulden, 
the southern German cur- 
rency. and the thaler, the 
northern German currency, 
which merged into the mark 
in 1873. Historians still dis- 
agree over whether customs 
union and monetary union 
gave rise to political union, 
but the parallels to current- 
day Europe are evident 

Emu is without doubt the 
most important economic 
event in post-war European 
history, and it may turn out 
to have been the most impor- 
tant economic event in most 
of our lifetimes. At the same 
time. Emu Is fraught with 
immeasurable risks, and 
could still turn out to be an 
economic disaster. This is 
precisely because it carries 
deep structural implications 
for Europe’s economies, for 
Europe's companies and 
employees, and for competi- 
tion in general. 

Contrary to widespread 
belief, Emu is not about 
lower transaction costs in 
cross-border operations, or 
about lower hedging costs, 
and all the other, relatively 
petty reasons that 'have been 
invoked in its defence. Its 
introduction is likely to have 
a real economic impact, 
producing changes, some 
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foreseeable, some less easily 
so. Some companies will go 
bust as a direct result of 
Emu. Others could find 
win dfall gains . There will be 
employees who will lose 
their jobs as a result of Emu. 
There will be many winners 
and many losers, but their 
nati onal , regional and sector 
distribution is impossible to 
forecast This is where the 
political risks set in. 

The pure macroeconomic 
effects of Emu, by contrast 
are somewhat easier to 
assess, with the usual caveat 
that applies to aQ economic 
forecasting. 

The first prediction is that 
Emu will lead to a signifi- 
cant redistribution of wealth 
in the EU. This is not neces- 
sarily a redistribution from 
poor to rich or vice versa, 
but more likely a redistribu- 
tion across the board. 

The single currency will 
hit many sectors of the econ- 
omy unevenly. Many indus- 
trial companies have warned 
that they will consolidate 
the number of their EU- 
based factories. Surveys sug- 
gest that many companies 
will consolidate their bank- 
ing relations - the result 
being a likely haamonhage 
of small banks. 

Big international compa- 
nies hope to benefit st r o ng dy 
from the euro; mid-sized 
companies are more luke- 
warm, while many small 
companies fear that the euro 
will bring only cost, but no 
benefits and perhaps even 
danger. 

Some economists even 
suggest that governments 
could find Emu acting as a 
wealth tax on the black 
economy, which is after all a 
cash-based economy. Under 
Emu, black marketeers 
would at one point have to 
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Run-up 
for leap 
into Emu 


continued from page 1 
to be in the first wave. A 
widening of the Italian-Ger- 
man spread would sink 
Italy's chances for 1998, 
whatever new belt-tighten- 
ing or accounting wheezes 
come out of Rome. 

The other bet is that politi- 
cal leaders expect the Com- 
mission and the EMI to do 
their dirty work. Both insti- 
tutions will unveil recom- 
mendations on which coun- 
tries meet the Maastricht 
criteria in March 1998. Their 
final judgment will be based 
not just an the outturn for 
1997 but on past perfor- 
mance and on prospects for 
the future. 

As Mr Alexandre Lamfal- 
ussy, the outgoing president 
of the Emi, stressed in a 
recent interview with the FT 
this means assessing 
whether the member states' 
convergence is sustainable - 
a judgment which in turn 
may rest on wider criteria 
such as the reform of pen- 
sions and other big-ticket 
items which are part of 
Europe’s creaking welfare 
state. 

The latest Commission 
prediction is that only Italy 
and Greece would fail to 
meet the three per cent defi- 
cit in 1997; indeed, Italy’s 

budget deficit was market up 
to 3.9 in 1998. The forecast 
that 13 countries would be 
ready for Emu may look 
optimistic, but the rapid 
progress of Spain and Portu- 
gal, confirmed recently by 
EU finance ministers, sug- 
gests that the ‘'Club Med” Is 
breaking up. 

In the last resort, the new 
Labour government in 
Britain may have a construc- 
tive role to play in the final 
brokering of an Emu deal, 
since the selection process 
falls inside its presidency of 
the EU which begins on Jan- 
uary 1, 1998. 


Despite the pro-European 
inclinations of Mr Gordon 
Brown, the new chancellor, 
and his penchant for pulling 
off surprises, it seems 
unlikely that Labour will 
join Emu at the outset Pub- 
lic opinion in Britain is too 
sceptical; the risk of surren- 
dering economic sovereignty 
on this scale too big for a 
party which has spent 18 
years out of power. 

If Britain exercises its opt- 
out, if only temporarily, ft 
could soften the blow to 
countries left outside, espe- 
cially since Denmark and 
Sweden are virtually certain 
to delay entry on political 
grounds. If Italy and Greece 
also stayed out. a respect- 
able mass of 10 countries 
could move ahead on Janu- 
ary 1, 1909. 

Finally, the paradox about 
Emu is that so much energy 
has gone into the prepara- 
tion that not much thought 
has been given to the poli- 
tics of the post-Emu world. 

The single currency will 
create a new institution: an 
independent European Cen- 
tral Bank in Frankfurt com- 
mitted to price stability. 
This is the German model; ' 
but already French politi- 
cians, most recently Mr 
Alain Juppe, the Gaullist 
prime minister, and Mr Jac- 
ques Delors, former presi- 
dent of the European Com- 
mission, are insisting on a 
“European economic govern- 
ment" to act as a counter- 
weight. 

Potential tensions exist, 
too, between those commit- 
ted to a strong currency as 
the counter-inflationary 
anchor and those tempted to 
adopt a weaker euro against 
the yen and dollar to steal a 
competitive advantage. The 
ECB will make recommenda- 
tions, but ministers will 
decide the strategy. 

If Emu really is destined to 
be the elite grouping in the 
EU, the price of membership 
will be further "deepening", 
most likely in areas such as 
taxation previously consid- 
ered taboo. This all adds up 
to one conclusion: monetary 
union, even for the most 
committed, is a giant leap 
into the unknown. 


transfer their ill-gotten 
D-Marks - the currency of 
choice in the ElTs black 
economy - into euros, 
thereby putting themselves 
at considerable risk. This 
could be a popular move, but 
given the size of the black 
economy in some parts of 
Europe, it could instead turn 
out to be a highly unpopular 
move. 

Much of this enhanced 
competition and the ensuing 
redistribution of wealth and 
income should have come as 
a direct result of the single 
European market But this 
did not happen because the 
residual exchange-rate risk 
left much of the single mar- 
ket's economic potential 
untapped. A single currency 
will make prices not just 
comparable across nations 
but also more transparent. It 
will mean a far greater 
degree of price arbitrage 
across the EU, for example 
on the part of mail order 
companies, which can be 
relied upon to exploit price 
differentials with ruthless 
efficiency. The euro econ- 
omy is likely to react to 
price signals far more effi- 
ciently than natio nall y based 

economies. 

Independently of Emu, the 
single market is likely to 
grow in importance in any 
case, because several key 
sectors of the economy, such 
as telecommunications and 
energy are currently in the 
process of privatisation and 
deregulation across the EU. 

This brings us to our sec- 
ond prediction: with mar- 
gins, profits and prices com- 
ing under pressure. Emu will 
be highly anti-inflationary, 
possibly even deflationary. 
Another more familiar rea- 
son is the way one can rea- 
sonably expect the future 
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Alexandre Lamfalussy, outgoing president of tha European Monetary institute, has stressed that Judgments on entry be based on sustainabfflty of convergence 


European Central Bank 
(ECBj to conduct economic 
policy. As one of the most 
independent central banks 
in the world, the ECB may 
seek to establish credibility 
early on. 

Since successful monetary 
policy is not a precise sci- 
ence, but a mixture of eco- 
nomic analysis, judgment 
and a dose of good luck, the 
ECB will probably choose to 
err on the side of caution. 
This in turn implies that 
real interest rates will be 
high Initially and may fan 
only In the long-run. 

This assessment makes 
one crucial assumption, 
which may well turn out to 
be wrong: that the new cen- 
tral bank will act in the way 
in which the Bundesbank, 
its constitutional and insti- 
tutional role model, acted in 
the past Yet it is conceiv- 
able that the ECB may look 
far inspiration elsewhere, for 
example the Federal 
Reserve, probably the 
world's most successful cen- 
tral bank in the 1990s. 

In a recent interview, Mr 


Alexandre Lamfalussy, the 
outgoing president of the 
European Monetary Institute 
(Wmij recalled that hardline 
monetarism is relatively 
young, having emerged only 
from what he referred to as a 
“cultural revolution'' in the 
1970s. Few revolutions suc- 
ceed, and even fewer last. 
Bat given the prevailing 
mindset amnug EU central 
bankers, one suspects that 
this particular revolution is 
not quite finished yet. 

This brings us to our third 
prediction: Emu will proba- 
bly have a positive effect on 
economic growth in the long 
run, but could have a nega- 
tive effect on some econo- 
mies in the short term. This 
outcome Is probably the 
least certain of all. There 
will be increased competi- 
tion, both from Emu directly 
and from the single market. 
The need for tight fiscal pol- 
icy may accelerate reform of 
public finances - and 
already has done in several 
EU countries - and if this 
were to coincide with 
reforms of social security 
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above levels considered nec- 
essary for price stability far 
some Hrae to came. High EU 
unemployment is not .only 
the remit of malfunctioning 
labour markets but of mal- 
functioning social security 
systems, which are financed 
not through general taxation 
but through levies on the 
labour market directly. 

Most EU countries have 
yet to take fundamental 
steps in reforming these 
systems, which constitute a 
significant tax on jobs. In 
Germany, indirect wage 
costs account for well over 
40 per cent of total wage 
costs, the reason for Ger- 
many’s top position in the 
international league tables 
of wage costs. Most experts 
agree that it makes no eco- 
nomic sense to place the 
entire welfare burden on the 
labour market at a time of 
record unemployment But 
most European governments 
have failed to push through 
more than cosmetic reforms. 

The final prediction about 
the macroeconomic effects of 
Emu is that the euro will 
become a large reserve cur- 
rency to rival the dollar. 

The development is 
entirely benign, because it 
would make the intema- 
tinnal fjjianrjal sy stem - and 
; -iv-i- r '"is ii i ■ ’•■* the international financial 
institutions,, such. as the 
International Monetary 
Fund and the World Bank - . 
less lopsided. Many central 
banks, especially in Asia, are 
expected to switch over 
some of their reserves into 
euros, to achieve a more bal- 
anced portfolio that is more 
in tune with their trade 
flows. Reserve currency sta- 
tus for the euro will have 


systems, it could in time 
take some pressure off the 
labour markets. The result 
could be a series of mutual- 
ly-reinforcing virtuous mech- 
anisms. 

The negative growth impli- 
cations in the short term 
would stem directly from an 
over tight monetary policy. 
This would he reinforced by 
a tight fiscal policy on the 
basis of the stability pact, 
signed by EU leaders at the 
Dublin summit last year. 
The pact specifically pre- 
scribes a borrowing ceiling 
of 3 per cent of gross domes- 
tic product If the combina-. 
tion of a tight fiscal and 
monetary stance were to 
lead to an overvalued 
exchange rate and a slump 
in exports. Emu could easily 
trigger an economic down- 
turn. 

If the downturn became a 
recession early on. Emu 
itself would be at great polit- 
ical risk. 

This leads us to the fourth 
and perhaps most depressing 
prediction: unemployment 
will remain significantly 


same consequences for mon- 
etary policy, and could lead 
to greater exchange-rate vol- 
atilities than would otber- 
' wise be the case r a poten- 
tial problem for exporters. 

Taken together, the eco- 
nomic consequences of the 
euro are likely to be more 
immense than any policy ‘ 
decision taken for decades.. 
Yet. the introduction of the 
euro was decided primarily 
on political grounds - to pro- 
vide a. further impetus fix* 
European integration, which 
supplanted the economic 
argument that a single mar- 
ket requires a single cur- 
rency to be fully effective. 

This contradiction has 
plagued the preparation 
period significantly, and is 
posing a great -dilemma -for - 
countries, such as the UK, 
Denmark and Sweden, which 
are sceptical about further., 
political integration, and yet 
they fear that they may suf- 
fer economic disadvantage 
by staying outside the euro- 
zone. But a currency is not 
just a medium of exchange, 
a store of value, and a unit 
of account as the textbooks 
suggests. It also forms part 
of a country’s constitutional 
and political fabric. 

Looking at the economy as 
a whole, the long term con- 
sequences of Emu could turn 
out to be benign as long as 
the promised efficiency 
gains come about and as 
long as the sharp tools of 
monetary policy are used 
with restraint. But this 
depends to a great extent on 
the wisdom of the governing 
council of the independent 
ECB. If it lacks political sen- 
sitivity, the result could be 
very different 


ESSENTIAL ANSWERS • by Wolfgang MGnchau 


The when. how. who, and what 


Will Emu happen on time? 
Probably yes. The economic 
and legal implications of a 
delay are so serious, that the 
envisaged January 1, 1999 
starting date is now consid- 
ered fixed. The problem is 
that the Maastricht Treaty 
specifies both a final starting 
date as well as a series of 
qualifying criteria, but does 
not include provisions if the 
two are in conflict. The Ger- 
man and French govern- 
ments are both making 
strenuous efforts to fulfil the 
criteria, especially the 
requirement that public sec- 
tor deficit must not exceed 3 
per cent of gross domestic 
product The latest economic 
projections suggest that both 
countries will struggle to 
meet these targets, but there 
may be enough leeway for 
them to succeed. If both 
countries qualify - and bar- 
ring further political upset - 
Emu will go ahead on sched- 
ule. 

When and how will this be 
decided? 

Formally, the decision will 
not be taken by EU heads of 
state and government until 
early May 1998, but in reality 
most of the decisions will be 
taken earlier. By the autumn 
of this year, most countries 
will have reliable economic 
projections for the current 
year, which will show 
whether they are on course 
to meet the qualifying crite- 
ria. The European Monetary 
Institute (Emi), the forerun- 
ner of the future European 
Central Bank (ECB) will 
present its official ahead -of - 
selection convergence report 
in March 1998. EU finance 
ministers win then prepare 
the decision. In case of dis- 
agreement - the potential 
exclusion of Italy, for exam- 
ple. Is likely to be conten- 
tious - the issue will be set- 
tled by the EU summit in 
early May. 

How will the conversion 
rates be fixed? 

This is by far the riskiest 


element of the entire transi- 
tion process, at least until 
January l, 1999, after which 
otber risks set in. Most 
likely, the prospective mem- 
bers will pre- announce their 
bilateral conversion rates - 
their conversion rates 
against each other, rather 
than against the euro. On 
January 1. 1999, EU heads of 
state and government will 
formally announce the euro 
conversion rates. These will 
be the same as the Ecu rates, 
since the euro and the Ecu - 
the current currency basket 
of the currencies of all EU 
members - will convert at a 
rate of one-for-one. The risk 
stems from the financial 
markets, which might specu- 
late against the conversion 
rates in the interim. The 
bilateral conversion rates 
could be the same as the cur- 
rent parities in the 
exchange-rate mechanism. 
What happens to the outs 
and their currencies? 

The Dublin summit in 
December 1996 established 
the principle of a new 
exchange-rate mechanism to 
link the currencies of the 
“outs’ to the euro. There is 
disagreement about whether 
the Maastricht Treaty’s 
exchange-rate criterion 
strictly applies to this new 
mechanism, although for 
practical purposes, the sec- 
ond wave members will need 
to tie their currencies for at 
least some time. 

What about the likely opt- 
outs, the UK, Denmark and 
Sweden; is it probable that 
they will join too? 

Difficult to predict with cer- 
tainty. The UK government 
is likely to wait and see 
whether Emu works before 
it commits itself. The better 
Emu is perceived to work, 
the greater the chances of 
the three countries joining 
wi thin three years of 1999 in 
a second wave. The decision 
in the three countries is also 
likely to be subject to refer- 
enda. 



Wim Duisenberg: backed for presidency of ECS by all but France 


How shonld yon prepare if 
your country joins Emu? 
Emu will bave massive 
effects on tbe way compa- 
nies and banks operate. It 
will involve substantial 
changes to accountancy, 
financial and computer 
systems, and will also have 
strategic implications on 
areas such as pricing policy, 
wage levels, banking rela- 
tions, perhaps even factory 
location. For a full assess- 
ment see page 7. 

How should you prepare if 
your country is not among 
the first wave? 

That is far more difficult. 
Obviously no preparation is 
needed if you operate purely 
locally, or even nationally. 
In other cases, however. 
Emu could affect your com- 
petitive position in the EU. 
UK banks, for example, are 
adopting a dual-track 
approach: they are fully pre- 
paring their wholesale 
operations for Emu, while 
paying less attention to the 


retail side. They should, 
however, be aware that they 
will probably have much 
less time for preparation 
than their German or French 
competitors, if their govern- 
ments decide to join at a 
later stage. 

Who are the winners, who 
are the losers? 
Multinationals and Europe’s 
largest banks are likely win- 
ners. It is possible that Emu 
will increase competitive 
pressure in various sectors, 
especially banking. Some 
experts forecast a strong 
consolidation in the Euro- 
pean h anking sector. Also 
among the relative losers are 
companies which will have 
to pay the costs of the 
change over , without benefit- 
ing from the trading effects, 
for example companies that 
trade only locally, such as 
shops and restaurants. A 
simple . example: slot 
machine operators will be 
relative losers because they 
will have to adapt the 


machine for the new euro 
coins. Slot machine produc- 
ers will be net gainers. 

Will the euro be a strong 
currency? 

Probably yes; the euro will 
be backed by one of the most 
independent central banks 
in the world, more indepen- 
dent than the German Bund- 
esbank or the Federal 
Reserve in the US. The cen- 
tral bank’s main function - 
enshrined in tbe Maastricht 
Treaty and thus practically 
irrevocable - win be to safe- 
guard the stability of the 
currency. Furthermore, the 
European Central Bank is 
more likely to err on the side 
of caution, at least in its first 
years of operation, in order 
to establish what central 
bankers refer to as “credibil- 
ity'’ with the financial mar- 
kets. There are many observ- 
ers who fear that, there wifi 
be a substantially greater 
risk that the euro will be 
“too hard" than "too soft". 
Who will head the ECB? 

The front runner is Mr wim 
Duisenberg, currently gover- 
nor of the Dutch central 
bank. Mr Duisenberg will 
take over as president of the 
European Monetary Insti- 
tute, the Frankfurt-based 
Forerunner of the ECB, in 
July. As a candidate for the 
presidency of the ECB, Mr 
Duisenberg is backed by all 
EU countries, except France. 
The French consider him too 
close to Germany and the 
Bundesbank and too 
removed from France. 

What will happen to the 
national central hnnka 
The ECB and the naHnr^ i 
central banks win form the 
European System of Central 
Banks (ESCB). Broadly, the 
ECB will take the policy 
decisions, while the national 
central banks will conduct 
most of the operating func- 
tions. for example certain 
open market interventions. 
There is a dispute inside the 
Emi - specifically between 
France and Germany - 




about the precise division of 
responsibilities. France pre- 
fers a more decentralised 
system. Germany fears that 
this would undermine the 
effectiveness of the ECB. • 
Will the period 1999-2002 - 
the time between the start 
of Emu and tbe introduction 
of euro coins and notes - 
give rise to confusion?" 

Some critics warn, that this 
rather long period of dual 
currencies could give -rise to 
confusion and massive logis- 
tical problems. Tbe central 
banks and -the banks are. 
likely to be well prepared to 
handle this transitional 
phase, but this is not 'neces- 
sarily the case for the rest of 
the economy. It is also 
unclear whether and when, 
companies or even private 
individuals will chang * over 
to the euro as their preferred 
unit of account 
What are the implications of 
a failure of Emu? Are there 
any fallback optiohs? 

Nobody admits to making 
secret preparations fora fall- 
back position in case' Emu 
does not work oat The offi- 
cial line is that, the implica- 
tions are. •unthinkable". A 
return to national currencies 

would at the very least be a 
highly disruptive': ft would 
also pose- risks: for further 
European integration:. v ' ; 

Will Emu lead to 
tion of fiscal policy?. ’ 

Emu will certainly lead to 
growing pressureifixr more- 
tax barmonSsatSqh, espe-J 
dally from- Germany, -and 
France which fear that 
nations could buy:- them- . 
selves competitive advan- 
tages by offering special tax 
deals to <»rik>rate.oust«a : . 
era. Bat* it is- by rm- means' 
certain there is aanajor&y in v 
the EU for meaningful tax. 
harmonisation. - Emir will . 
invariably give ris& to . pres- 
sure for furih^ 'j^litical 
integration. It wifi ihosfc-cieiv 
tafoly nat-be 

project . 
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ITALY 

• by Robert Graham 



Late dash 


Tough fiscal 
measures and 
expenditure cuts 
may not be enough 
to gain entry 

Italy is paying a high price 
for a late start in trying to 
meet the criteria for joining 
the single currency in the 
first wave. 

Not only is Italy being 
obliged to carry out a bigger 
adjustment in a shorter 
space of time than its other 
EU partners, it is also hav- 
ing to bridge a greater credi- 
bility gap than others. 

This year the centre-left 
government of premier 
Romano Prodi is se ekin g to 
take the equivalent of 3 per 
cent of GDP out of the econ- 
omy in the annual budget 
and a supplementary finan- 
cial package. Since taking 
office in May 1996, this gov- 
ernment has introduced 
measures designed to find 
almost L 100, 000 bn in new 
taxes or via spending cuts - 
equivalent to 5 per cent of 
GDP. Indeed, it is the sole 
EU government to introduce 
a specific once- off progres- 
sive “euro-tax" on incomes 
designed to raise L5.500bn in 
extra revenue to ensure Italy 
holds its 1997 deficit down to 
3 per cent of GDP. 

Yet despite this Herculean 
effort, the latest forecasts 
suggest the 1997 deficit win 
miss the precise Maastricht 
target and hover around 3.1 
per cent of GDP. This is 
largely because economic 
growth has remained much 
more sluggish than hoped, 
so reducing treasury 
receipts. The first quarter of 
1997 has seen the economy 
stagnant, with depressed 
domestic demand, while a 
stronger lira has seen 
exports level off The recov- 
en' is not expected before 
the second half of the year 
and even then is likely to be 
modest - not least because 

of the squeeze imposed by 
the budget 

Indeed the authorities 
have had to tread a fine fine 
in their fiscal measures and 
expenditure cuts, trying to 
avoid further depressing 
demand. As it is. growth for 
1997 will be no more than 12 
per cent and probably 
around 2 per cent for 1998. 
This puts Italy well outside 
the recovery cycle of Prance 
and Germany. 

Also the Bank of Italy “3 s 
continued to operate a more 
restrictive monetary policy 
than other European central 
banks, with interest rates 
correspondlxigly higher. The 
spread between Italian trea- 
sury paper and German 
bonds has been substantially 
reduced but it is still nota- 
ble. Since Italy runs a size- 
able primary surplus (equiv- 
alent to 4 per cent of GDP), a 
fiuther drop in Interest rates 


will have a significant effect 
on the public sector borrow- 
ing requirement 

If Italian rates were to con 
verge closely with those of 
Germany, its budget deficit 
problems would largely be 
resolved. However, the sheer 
size of Italy’s debt stock 
means that it is very distant 
from the Maastricht target 
on the debt/GDP ratio 
Italy's debt is hovering 
around 123 per cent of GDP 
as opposed to the 60 per cent 
recommended. 

the Bank of Italy is being 
very prudent about r el a x i n g 
interest rates, anxious to 
ensure headline inflation 
does not begin to edge up 
again before the summer 
having touched a 30 year low 
of 3-7 per cent In April 

Politically, the Prodi gov- 
ernment is still committed to 
being in the first group of 
countries joining the single 
currency. This will also be 
spelled out in the govern- 
ment's three year macroeco- 
nomic document that con- 
tains projections for growth 
and deficit targets. 

The Brussels commission 
this month criticised Italy's 
budgetary measures as con- 
taining too many one-off 
items. The commission has 
also pointed out that with- 
out correction, the 1998 bud- 
get will overshoot the crite- 
ria, creating a deficit of dose 
to 4 per cent Brussels has 
made it clear the 1998 deficit 
should aim at being below 3 
per cent to demonstrate 
Italy's public sector borrow- 
ing requirement is on a sus- 
tainable downward curve. 
This means the 1998 budget 
may have to be in the order 
of L30,000bn. 

Whether such sacrifices 
are politically viable remains 
to be seen. Mr Prodi has 
repeatedly said he will 
resign if Italy Is excluded 
from the euro core countries. 
Further tax increases are not 
on the cards given the high 
fiscal pressure, nor are the 
accounting devices so liber- 
ally used in the 1997 budget 
and its supplement. This 
means Mr Prodi has to 
attack public expenditure in 
the most sensitive area - 
pensions. 

Technically the modest 

1995 reform of 1 he generous 
pay-as-you-go pensions sys- 
tem cannot be touched. But 
discussions have already 
begun with the trades 
uni ons on a further 
shake-up. There is a huge 
gap between what the gov- 
ernment needs to save by 
cutting pension rights and 
the concessions the unions 
are prepared to make. The 
uni ons and the left as a 
whole do not share the gov- 
ernment’s hurry to be in the 
first wave. It would be sur- 
prising if the government 
lan satisfy both Brussels 
and ti» unions. 


The euro. 

We will be 
ready for it. 
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EMU: AN FT GUIDE 3 


THE FIRST WAVE • by Wolfgang MQnchau 


Probables and possibles 


The criteria are 
crucial but • 
ultimately the 
judgments will 
be political 

The identity of the EU 
countries which will join 
European economic and 
monetary union as part of 
the first wave in 1999 is one 
of the greatest uncertainties 
surrounding the project 

Assuming that Emu goes 
ahead on schedule, there is 
little doubt that Germany 
and France will take part, if 
only for political reasons. 
This at least is the central 
working assumption of 
everybody closely involved 
with the project. This Is 
despite the fact that both 
countries will struggle to 
meet all the qualifying crite- 
ria set out in the Maastricht 
Treaty, and despite the fact 
that other countries are 
ahead in their ability to fulfil 
the entry conditions. 

French officials say pri- 
vately that they will struggle 
to meet the deficit criterion 
- a budget deficit not 
exceeding 3 per cent of gross 
domestic product Germany 
looked in danger of missing 
the deficit target, at least 


before Mr Theo WaJgeL the 
finanry minister, announced 
that Germany's gold and dol- 
lar reserves are to be reval- 
ued. The derision, has rattled 
Germany's financial estab- 
lishment as well as its EU- 
partners. 

The participation of all 
. three Benelux countries also 
appears reasonably certain. 
At over 120 per cent of GDP, 
the Belgian debt stock is 
more than twice the 60 per 
cent Maastricht ceding, but 
the Treaty allows ample 
scope for Interpretation- 
Most important is that Bel- 
gium’s debt is falling. 

The same applies to Italy, 
but Italy Is likely to fail the 
crucial deficit criterion this 
year, according to several 
forecasts, including a recent 
projection by the European 
Commission. More damn- 
ingly, Italy's budget deficit is 
expected to increase again in 
1998. Italy's chances of par- 
ticipating in the first wave of 
Emu must he considered 
doubtful However, the Ital- 
ian government can be 
expected to fight its case 

with Tnayimiini effort. 

Portugal is expected to 
qualify on all the conver- 
gence criteria in the wake of 
a strong economic perfor- 
mance and strong fiscal con- 


solidation. Spain stands a 
good chance, too. as Its defi- 
cit is forecast to be heading 
towards 3 per cent Ireland, 
Finland and Austria are 
likely to qualify, with fore- 
cast deficits way below the 3 
percent ceiling. 

Apart from Italy, four EU 
countries are likely to stay 
outside the first wave of 
Emu. Greece is still far away 
from qualifying, despite the 
tremendous improvement in 
the country’s economic per- 
formance and fiscal position. 
The debt stock still stands 
above 100 per cent of GDP, . 
although it is lower than 
Italy’s and Belgium’s. The 
deficit, at 5 per cent remains 
significantly outside the tar- 
get range, but it has been 
falling fast The Greek gov- 
ernment flTtnw to qualify in 
2001. 

The other three - the UK, 
Denmark and Sweden - are 
expected to stay outside the 
first nave for domestic polit- 
ical reasons. UK ministers 
have said repeatedly that it 
was highly unlikely the UK 
would join Emu in 1999. In 
the case of the UK, there are 
also economic reasons for 
staying outside, at least ini- 
tially. The UK economy is 
si gnifican tly ahead of the 
others in the economic cycle, 


and the pound has been 
highly volatile against the 
D-Mark over the last year. 
Furthermore, the current 
exchange rate is judged as 
too high inside the . UK. Pub- 
lic opinion also remains apa- 
thetic bordering on the hos- 
tile. The same is the case in 
Denmark and Sweden. 

The formal decision on 
participation, is not due until 
May next year - to be taken 
at a special summit by EU 
heads of state and govern- 
ment - but the groundwork 
win be prepared; earlier. The 
European Monetary Institute 
(Emf) will publish Its own 
convergence report in March 
1998, which will undoubtedly 
carry much weight in the 
decision process. 

The report will be qualita- 
tive - it will comment on 
individual countries’ efforts 
towards convergence, but it 
will probably not identify 
the '‘ins’’ and the “outs" 
explicitly. 

The ultimate judgment is 
almost certainly going to be 
political. 

Mr Alexandre Lamfalussy. 
the outgoing president of the 
Emi. said in a recent inter- 
view that he was surprised 
by the strong degree of eco- 
nomic convergence. He men- 
tioned Greece and Spain as 
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two countries which had 
made significant strides 
towards Emu membership. 
He indicated it was conceiv- 
able that all EU members 
could be part of Emu within 
three years of launch. 

More importantly, the 
shorter the period between 


the first and subsequent 
waves of Emu membership, 
the less politically divisive 
the process is likely to be. 

The political task of the 
selection process will 
involve more than just stri- 
king individual countries off 
the participation list. 
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It will also involve coun- 
tries being offered the pros- 
pect of joining within a rela- 
tively short period, without 
undermining the economic 
convergence criteria. This 
task would prove even more 
delicate if it involved large 
countries such as Italy or 


Spain. But even the most 
hardline officials acknowl- 
edge that any decision would 
have to be consensual, to be 
taken without a formal 
vote. 

That alone would tilt the 
balance towards a large 
membership base. 
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GERMANY • by Peter Norman 


Creative accounting 


The recent 
decision to 
revalue reserves 
will ensure 
qualification 


In January this year, at the 
height of the Rhineland car- 
nival season, revellers in 
Aachen presented Mr Theo 
Waigel, Germany's finance 
minister, with their city's 
prestigious medal "against 
deadly seriousness''. 

Three and a half months 
later, in the midst of the fed- 
eral government's latest bud- 
get crisis. Mr Waigel demon- 
strated that he had taken 
the message of the Aachen 
carnival co mmi ttee to heart 
by boldly announcing plans 
to revalue the Bundesbank's 
gold and currency reserves. 

The minister's audacious 
move liberated Germany 
Cram a fiscal constraint that 
was threatening its ability to 
be a founder member or the 
proposed European single 
currency. At a stroke. Mr 
Waigel removed serious wor- 
ries that Germany would fail 
to meet the Maastricht defi- 
cit criterion limiting Emu 
members' public deficits to 
no more than 3 per cent of 
gross domestic product. 

But in doing so. he dealt a 


blow to that reputation for 
financial] gravity which has 
been the mainspring of 
Bonn's political and moral 
power to ensure that the 
euro area follows a blueprint 
Tor financial and economic 
stability “made in Ger- 
many". 

“The Bundesbank's cau- 
tious valuation of its gold 
and dollar reserves contrib- 
uted to our reputation as a 
world champion of solidity," 
noted Mr Heiner Flassbeck, 
director of the Berlin-based 
German Institute for Eco- 
nomic Research (DIW). Mr 
Waigel 's action. Mr Flass- 
beck complained, was "not 
sound". It was also “embar- 
rassing'' for Germany's rela- 


tions with other EU nations 
“where Waigel has always 
posed as the pope of recti- 
tude". 

It was the near certainty 
that this year's public deficit 
would exceed the 3 per cent 
limit that forced Mr Waigel 
to resort to what many econ- 
omists and opposition politi- 
cians have condemned as 
“creative accounting". 

His plan envisages a reval- 
uation of the Bundesbank's 
95m ounces of gold reserves 
to a level nearer market 
prices from the present 
DM144 per ounce. In addi- 
tion, the Bundesbank's 
$57 Sm of currency reserves, 
currently valued at the all 
time low DM-dollar rate of 
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DM1.362, would be upvalued. 

As the gold and dollar 
reserves are in the Bundes- 
bank accounts at about 
DM60bn below market value, 
there is considerable scope 
for the bank to engineer an 
extraordinary profit that 
would be transferred to 
Bonn. There, it would be 
booked as a surplus in a spe- 
cial "redemption fund for 
historic burdens", that exists 
to pay oft debts acquired 
through German unification. 
In a procedure that Bonn 
insists conforms with the let- 
ter of the Maastricht Treaty, 
the surplus would offset defi- 
cits elsewhere in the public 
finances. 

Defending his plans, Mr 
Waigel said revaluation of 
the reserves was “not a 
trick". He pledged that it 
would be carried through 
with “all due caution" to 
maintain the financial solid- 
ity of the Bundesbank. More- 
over, he claimed that the 
measure was in line with EU 
plans because a revaluation 
of national bank reserves 
was due to take place once 
the proposed European cen- 
tral bank began to operate. 

But Germany's decision to 
pre-empt an ECB decision 
left what Mr Flassbeck 
described as a “very nasty 
aftertaste". 


Facing the music: Theo Waigel, pictured conducting at the Aachen carnival, attracted criticism for revaluing reserves 


However, there is no doubt 
that radical action was 
needed to keep the deficit 
below 3 per cent Mr Waigel. 
alone among EU finance 
ministers and members of 
the Bonn cabinet, has been 
adamant that there could be 
no relaxation of the 3 per 
cent criterion: “3.0 means 
3.0" became his mantra. On 
the other band. Chancellor 
Helmut Kohl, has become 
increasingly insistent that 
the single currency should 
be launched on January i 
1999 and that Germany 
would be a founder member. 


On the day that Mr Waigel 
outlined his plan to the 
Bundesbank leadership, the 
finance ministry’s panel of 
tax experts forecast a total 
DMiSbn shortfall for the fed- 
eral, state and local authori- 
ties' tax revenues this year 
and a DMXISbn cumulative 
gap in budgeted revenues 
between now and 2001. More- 
over, Germany's higher than 
expected unemployment of 
around 4.3m is expected to 
add between DMIObn and 
DM20bn to federal expendi- 
ture this year. 

The government's official 


forecast that the deficit 
would be 2J9 per cent of GDP 
was already perilously close 
to the Maastricht limit. It 
had, moreover, been pub- 
lished in January before it 
was known that unemploy- 
ment had jumped by about 
500,000 that month. Over- 
shoots in the deficit to 3.8 
per cent of GDP last year 
after 3£ per cent in 1995 also 
suggested that this year’s 
forecast was fragile. 

Having already exhausted 
many options for cutting 
government spending, Mr 
Waigel had to opt between 
“fudge" or failing to meet 
the deficit criterion. Not sur- 
prisingly, he chose fudge. 

The revaluation of 
reserves should also help 
eventually to reduce Ger- 
many's debt as a percentage 
of GDP. Germany’s public 
debt rose from 58.1 per cent 
of GDP in 1995 to 60.7 per 
cent last year, patting the 
country in breach of the 60 
per cent Maastricht limit. 
Although the marg in of fail- 
ure is narrow, the debt ratio 
has been rising rather than 
failing . 

Among EU finance minis- 
ters there has been some 
willingness to tolerate this 
failure in the light of Bonn’s 
huge task of absorbing eas- 
tern Germany. The costs, 
according to Mr Waigel. 
have contributed an esti- 
mated 17 percentage points 
to Germany's debt ratio. 

It now seems as if Mr Wai- 
gel is determined to reverse 
the upward path of the debt 
ratio as a by-product of his 


plans to plug gaps in the fed- . 
eral budget Privatisation - 
the proceeds of which can be 
used to reduce debt but not 
deficits under Maastricht — 
will be stepped up. 

The government has 

suggested the controversial 
step of selling some of its 
74.8 per cent holding in 
Deutsche Telekom despite 
legislation preventing such a 
sale on the stock market 
before 2000. Also on the 
block are the German postal 
savings bank, several state 
owned property companies, 
federal stakes in Frankfurt, 
Hamburg and Cologne- Bonn 
airports and the re m aining ' 
state holding In Lufthansa, 
the German airline. 

By contrast, Germany has 
no need to act to meet the 
other Maastricht criteria. 
The average infla tion rate of 
1.3 per cent last year was 
comfortably below the guide- 
line, as was the average long 
term interest rate of 6.2 per 
cent. Despite Mr Waigel’s 
designs on its reserves, the 
Bundesbank is still the 
model of an independent 
central bank In its execution 
of monetary policy. There 
are no worries about the 
D-Mark's position in the 
exchange rate mechanism of 
the European Monetary Sys- 
tem. 

Germany therefore now 
seems certain to meet the 
Maastricht criteria this year. 
But Mr Waigel 's ingenuity in 
depressing the deficit raises 
the serious question as to 
whether such an achieve- 
ment is sustainable. 


NETHERLANDS • by Gordon Cramb 


Logical 

conclusion 


to a close 


relationship 


A long and stable 
link to the 
D-Mark makes 
participation 
inevitable 


If the single currency holds 
few fears for the Dutch, 
there are two main reasons. 
The guilder has been tightly 
pegged to the D-Mark for the 
past 14 years, during which 
time tbe Netherlands has 
prospered from that precur- 
sor to monetary union. And 
Mr WLm Duisenberg. their 
central bank governor 
throughout the period, 
moves soon to Frankfurt to 
pave the way for tbe intro- 
duction of the euro as head 
of the European Monetary 
Institute. 

In 1946, Marius Wilhelm 
Holtrop, tbe first postwar 
holder of tbe office Mr Duis- 
enberg now leaves, was an 
early advocate of a strong 
and sound guilder which in 
time would merge into one 
European currency. Decades 
later, his vision gained more 
concrete form within the 
otherwise troubled European 
Monetary System, where 
since 1983 the guilder has 
been the only currency to 
stay within a maximum fl_as 
per cent divergence from the 
German unit. 

A stable link to the 
D-Mark was and is impor- 
tant for the Netherlands, as 
its large eastern neighbour 
accounts for nearly 30 per 
cent of its foreign trade. 
With a home market of just 
15.5m people, trade has been 
the country's lifeblood for 
centuries. And as two-thirds 
of Dutch imports and 80 per 
cent of exports occur within 
the European Union, the 
prospect of being able to for- 
get exchange rate worries in 
its dealings with another 
half dozen or more countries 
is of clear appeal. 

Mr Paul RibourdouiUe, a 
director of ABN Amro, the 
country’s biggest backing 
group, points out that a 


multi -currency EU adds an 
estimated F12bn a year to 
the costs of Dutch business. 
As the one-off bill for mak- 
ing tbe changeover is proj- 
ected at FI 5 bn. “the direct’ 
yield of the euro introduc- 
tion does not look bad”. 

He adds: “Dutch exporters 
have at least one good rea- 
son to look forward to it: 
wage restraint made exports 
very competitive, and now 
this cannot be eroded by 
devaluations undertaken by 
major competitors.” 

Holding back wage rises in 
return for job creation 
formed a main pillar of a 
social pact agreed in the 
early 1980s. Together with 
reforms to the country’s tra- 
ditionally generous welfare 
system, it created the condi- 
tions which have brought 
rapid improvements in 
Dutch state finances In the 
last few years. The country 
has just been removed from 
the Brussels list of countries 
r unnin g excessive deficits. 
Among the Maastricht crite- 
ria for eligibility to join the 
euro zone, only government 
debt remains out of line, but 
is coming down. If Emu goes 
ahead as planned, the 
Netherlands' participation 
seems assured. 

Public debate oyer the 
desirability of surrendering 
the guilder into a single cur- 
rency never really happened 
- but some belated noises 
have recently been made. 
Professor A H Klelnknecht, . 
research director of the eco*. 
Domic and social institute of 
the Free University of 
Amsterdam, was one of more 
than. 100 Dutch economists 
who this year signed a docu- 
ment calling into , question 
Emu in its currently ends- 
aged form. 

He is no Eurosceptic in the 
British sense, warning 
instead "The project means 
taking, out a mortgage on 
unification.” The risks are 
more real than the rewards, : 
he argues, when the EU has 
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UK and IRELAND by Robert Chote 



UKis unlikely to 
join in the first 
wave despite bank 
independence. 
Ireland is in 
favour politically 

When Britain's newly 
elected Labour government 
announced in early May that 
it was handing control of 
interest rates to the Bank of 
England, financial markets 
took this as a signal that the 
country was now much more 
likely to join a single Euro- 
pean currency In the first 
wave than it had been under 
the Conservatives. 

The probability placed by 
financial markets on Britain 
joining Germany in a mone- 
tary union jumped to 50 per 
cent after the announce- 
ment. compared to 35 per 
cent a week earlier, accord- 
ing to an analysis by invest- 
ment bank JP Morgan of 
interest rate swap rates. 

In London, however, the 
finance ministry took great 
pains to disabuse people, of 
that opinion. Officials said 
the announcement of central 
bank independence could be 
seen as an alternative to 
joining a single currency, 
rather than a precursor. 
After alt they pointed oat. 
the new arrangements only 
give the Bank part of the 
independence which it 
would require to meet the 
Maastricht treaty rules. 

The Labour government is 
clearly much less hostile to 
economic and monetary 
union than its predecessor. 
Within the party, opponents 
of British participation hold 
their views with much less 
venom than their Conserva- 
tive counterparts. 

But Mr Tony Blair, the 
prime minister, has no inten- 
tion of letting arguments 
over a single currency debili- 
tate his government during 
its early years. Senior minis- 
ters have therefore stuck to 
a common public line, argu- 
ing that it is “very unlikely” 
that Britain will join the sin- 
gle currency in the first 
wave. 


Notwithstanding q the 
flurry of excitement that fol- 
lowed .the granting of inde- 
pendence to the Bank' of 
England, outside economists 
take, the Labour government' 
at its word. A recent Renters 
poll of 49 economists across 
Europe found none that 
expected Britain by sign up 

to a 1999 start date for Emu_ 

The respondents to the siir : . 
vey. carried out during the 
fortnight following election 
day, said on average that 

there was only a one-in-five 
chance of Britain being in 
the first wave. 

Mr Erast Welteke, a mem- 
ber of the Bundesbank's poli- 
cy-making council welcomed 
the move to give the Rank of 
England greater indepen- 
dence, but he warned that 
the UK could not be in the 
first wave of countries join- 
ing Emu because it had not 
rejoined the European 
exchange rate mechanism. 
But the UK Treasury dis- 
agrees, argning that the wid- 
ening of the permitted fluc- 
tuation band* in the ERM 
during 1993 means that hav- 
ing a relatively stable cur- 
rency outside the mecha- 
nism fulfils the spirit of that 
requirement 

The UK is also relatively 
well placed to satisfy the 
economic criteria laid out for 
Emu membership in the 
Maastricht treaty. As 
regards the key requirement 
for a public sector deficit of 3 
per cent of GDP or less in 
1997, the European Commis- 
sion predicts a figure of 2.9 
per cent with the Interna- 
tional Monetary Fund 
expecting 3.1 per cent. 

But the signals from the 
Labour government will do 
nothing to encourage compa- 
nies and financial institu- 
tions in the UK to prepare 
for sterling’s possible partici- 
pation. This would pose a 
big problem if the govern- 
ment makes a surprise deci- 
sion to join, in the same way 
that it has made a surprise 
decision to reform the cen- 
tral bank. The Bank of. 
England has already warned, 
for example, that same UK- 
based banks have become 


“complacent” in their prepa- 
rations for Emu. 

Across the Irish Sea there 
is a much firmer political 
consensus to favour of early 
Emu entry. Both principal 
political parties in Ireland 
appear committed to enter- 
ing in the first wave, with 
the central bank supportive. 
A European Commission 
survey last year found two- 
thirds support for entry, 
among the population, sec- 
ond only to Italy. Business is 
similarly enthusiastic. • 
Nonetheless yields on Irish 
government bonds indicate 
lingering scepticism, with 10- 
year bond yields trading 
almost a full percentage 
point above their German 
equivalents in mid-May. 

The Irish punt's recent 
sharp depreciation against 
sterling, and the related 
decision by the central bank 
to raise interest rates, has 
brought the difficulty of sec- 
uring economic convergence 
into sharp focus, according 
to economists at UBS. the 
Swiss investment bank. But 
they argue that “providing 
the monetary union goes 
ahead on schedule and that 
Ireland meets the Maastricht 
criteria to the letter, our 
view is that Ireland will be a 
member of the first wave of 
countries in monetary 
union”. 

On most forecasts Ireland 
is set to meet afl the Maas- 
tricht criteria for participa- 
tion next year, assuming 
that its debt-to-GDP ratio is 
deemed to be falling towards 
the 60 per cent target suffi- 
ciently quickly. 

But the economic conse- 
quences of Irish participa- 
tion in a single currency 
depend to a considerable 
degree on whether Britain 
participates as welL 
If only 6 to 8 core coun- 
tries join up. then Ireland 
may up joining a cur- 
rency union comprising 
countries that account for 
barely a quarter of its exter- 
nal trade. Ireland could face 
problems if the single cur- 
rency were to rise or foil sig- 
nificantly against a sterling 
that stayed out 
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SPAIN and PORTUGAL * by David White 


Outsiders on target 


The criteria are 
being met in both 
countries with 
a surprising 
lack of pain 

This time last year both 
Spain and Portugal were 
considered outside chances 
for inclusion in the group of 
countries to pioneer the 
European single currency. 
Now, in the view of most 
analysts, it would take some 
sort of market catastrophe to 
keep them out 
The London-based credit 
rating agency, 1BCA, this 
month added both Iberian 
countries to the eight it now 
considered likely to be in the 
first wave. 

Their progress towards 
meeting the Maastricht 
treaty criteria has been sur- 
prising to two ways. The 
first is their success in bring- 
ing down public deficit and 
mtiatlon. contrary to many 
experts’ predictions. The sec- 
qpd is the relative lack of 
pain suffered in the process. 

Neither government party 
- the Socialists in Lisbon, 
the centre-right Popular 
party in Madrid - enjoys the 
security of an outright par- 
liamentary majority but 
there have been no political 
crises over annual budgets, 
nor any serious unrest or 
labour conflict over spend- 
ing curbs. 

At the same time, officials 
in both countries say they 
are already beg innin g to 
reap benefits from conver- 
gence. which has brought 
them more closely into line 
with cyclical trends in other 
European economies. 
Growth rates are accelerat- 
ing, with a s per cent rise in 
GDP forecast in Spain this 
year, and 3.3 per cent in Por- 
tugal. 

The Iberian countries have 
been anxious to dispel the 
idea that their fate, and 
Italy’s, should be linked, 
which might mean delaying 
their entry even if they qual- 
ified on the basis of this 
year’s economic results. Mr 
Josd Marfa Aznar. the Span- 
ish prime minis ter, baldly 
reaffirmed recently: "The 
problem of Italy is some- 
thing only the Italians can 
resolve.” 


Neither country has any 
political interest in being 
considered part of a “Club 
Med”, a southern European 
grouping subject to special 
conditions, indeed, the Por- 
tuguese authorities insist 
they are ready to join at the 
beginning, even if Spain 
does not. Mr Antonio Sousa 
Franco, the finance minister, 
says he is firmly opposed to 
any “commercial transac- 
tion" under which entry 
would be held up. 

Both governments argue 
that each country must be 
considered strictly according 
to whether it meets the 
Maastricht criteria. “The 
treaty is very dear.” says Mr 
Rodrigo Rato, the Spanish 
finance minister. "Those 
that fulfil the criteria get in. 
and those that don’t stay 
out" 

While both countries have 
public debt levels exceeding 
the target 60 per cent of GDP 
- 68 per cent in Spain's case, 
64 per cent in Portugal’s - 
they are confident that this 
win not stand in the way of 
qualification, and that the 
trend is towards a reduction. 

They would currently 
meet three of the five entry' 
conditions for the euro - 
currency stability, long-term 
interest rates and inflation. 

Harmonised inflation fig- 
ures for March published by' 
Eurostat shows Spain, with 
an annual 2 J 2 . per cent, and 
Portugal, with 2.3 per cent, 
within the target range, com- 
pared with the European 
Union’s best performers. 
These are still among the 
highest rates in the EU. but 
with the trend coming closer 
to the average, both coun- 
tries now have some leeway. 


Average long tom interest rates (96) 
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Portugal’s past record of 
lax policies has until now 
tended to overshadow a rela- 
tively steady process 
towards controlling both 
inflation and government 
finances. Its central bank 
says its record in meeting 
deficit targets has been 
remarkably consistent, with 
only one overshoot in the 
last 10 years. The present 
government, in power since 
1995, has been able to reduce 
the deficit further through 
improved tax collection, 
rather than cuts to spending. 

Confidence has been 
steadily growing in the 
financial sectors of both 
countries that they will pass 
the qualification test 

Portuguese banks have, 
however, been relatively 
sluggish in gearing up for 
the changeover. No decision 
has been reached about 
when they should begin to 
offer accounts denominated 
in euros. In Spain these are 
due to be available from the 
outset in January l. 1999. 
Promotional campaigns to 
prepare Spaniards and Por- 
tuguese for the currency 
change have also fallen 
behind schedule. 

More serious is the lack of 
debate about the challenges 
that membership of a single- 
currency bloc will present, 
especially in the face of 
increased competition within 
an enlarged EU. The tempta- 
tion for governments to post- 
pone important reforms, 
such as welfare and health, 
for fear of incurring public 
clashes and upsetting finan- 
cial markets in the run-up to 
the qualification deadline, 
makes these challenges all 
the more formidable. 
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not, for example, first 
brought about a harmonised 
tax system among member 
countries. Governments 
which under Emu will be 
deprived of exchange rate 
policy as a mechanism to 
attract capital would be 
tempted to intensify tax 
competition instead. 

The Hague moved to do 
just that in its budget for the 
current year, offering more 
favourable treatment to the 
flr^n rin g arms of Dutch and 
other multinationals in 
order to draw operations 
back from countries such as 
Belgium and Ireland. 

But officials argue that fis- 
cal harmonisation is occur- 


ring anyway through the 
market. 

Equilibrium would thus 
result between countries 
which have a narrower tax 
base but levy higher percent- 
age rates, and those where 
the net ts wider and the 
rates less punitive. 

The trouble with the 
Dutch fiscal edifice, though, 
is that it is both high and 
wide. A report by Rabobank, 
the country's large co-opera- 
tive institution, warns: “Not 
to be overlooked are the 
weaker areas which will also 
be highlighted under Emu. 
These include the increas- 
ingly choked transport infra- 
structure and the relatively 


PREPARING FOR EMU - 
THE BUSINESS 
PERSPECTIVE 

On 25 June the FT will be holding a 
breakfast seminar hosted by Quentin Peel, 
Foreign Editor and Wolfgang Munchau. 

The Breakfast Seminar will examine how 
EMU is likely to impact business and how 
European companies are preparing for it. 

Cost £50. Limited places are available. 
To confirm attendance please call 
Helen Johnson on 

44 (0)171 873 3553 by 11 June. 

Future FT Breakfast Seminars on 
Preparing for EMU will take place in the 
following UK cities: 


16 July 
10 September 
16 October 
5 November 
4 December 


Edinburgh 
Cardiff 
Manchester 
Belfast 
Birmingham 

Sponsored by 

If you would like to attend any of 
■ above please call Helen Johnson on 
(0)171 873 3553 (places are umtiedI. 
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high tax burden." Such fac- 
tors would influence inward 
investment decisions by 
companies outside the stogie 
currency area. The domestic 
economy could meanwhile 
be hit by a bulge in interest 
rates and inflation, both of 
which are currently weU 
below the EU average. 

While the big Dutch banks 
factor these into their eco- 
nomic predictions - and take 
a leading role in attempting 
to educate their customers 
about what they should do 
about Emu - they are care- 
fully positioning themselves 
for their own place in the 
new order. 

ABN Amro's- strategy has 
involved establishing a pres- 
ence in all member states, a 
mission achieved last year. 
-Clients win expect the same 
range, of services in every 
member country and under 
thelSfome conditions," says 
Mr Ttibonrdouille. The 
Netherlands has one of 
Europe’s most efficient 
systems for domestic foods 
transfer, and he sees oppor- 
tunities for the bank in 
improving the cross-border 
payments system. 

ING the other main domes- 
tic rival, intends to become 
an important player in trad- 
ing the new currency. Other- 
wise its 17 per cent share of 
the guilder foreign exchange 
market would be diluted to 
just 1 per cent of euro deal- 
ings. 

The group hopes to oflset 
the disappearance of dealing 
room cross-trading by 
becoming stronger in Euro- 
pean corporate finance, and 
will boost its presence “if 
necessary through alli- 
ances,” says Mr Aad Jacobs, 
chairman. 

But are their domestic cli- 
ents ready? Far from it, the 
banks believe. “Only the 
multinationals are making 
adequate preparations,’* says 
Mr RibourdouiQe. 

At Philips. Europe’s big- 
gest consumer electronics 
group, Mr Dudley Eustace, 


vice chairman., told share- 
holders this spring: "In 
19SG-2002 we will have to run 
our accounts in euros and 
national currencies. We run 
them in many currencies 
anyway. The millennium 
[computer problem] is more 
a source of effort and money 
- that date does not move 
even if the euro does. We are 
piggybacking the two, but it 
will cost several hundred 
million guilders." 

For the rest, a recent sur- 
vey by Moret Ernst & 
Young, Dutch arm of the 
international accounting 
firm, concluded that “Dutch 
business has not really 
geared up for the euro". Of 

“Only the 
multinationals 
are making 
adequate 
preparations" 

- ABN Amro 

547 respondents employing 
10 or more people in the non- 
financial sector, only 6 per 
cent said they had taken 
measures to prepare them- 
selves. 

Some 68 per cent believed 
its arrival would have only a 
moderate to limited effect on 
their company. 

Charged with dispelling 
such iliusioos and chivvying 
the process along, a national 
forum was established more 
than a year ago. And only 
one development could 
swing the Dutch against the 
single currency project 

Any attempt by France to 
impose a Paris political 
appointee as head of the 
European central bank 
instead of Mr Duisenberg 
would have the Dutch rat- 
tling noisily at the exit door 
- though with little convic- 
tion that the guilder could 
sustain a life of its own out- 
side the Emu bloc. 
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The Nol Survey for World Equity Markets 


> On the 28th of January Reuters journalists filed more 
than 13,000 stories using over 900,000 words around 
the globe. 

> Only significant stories make the daily ranking of the 
global “top 100” most accessed Reuters stories. 

> On the 28th January, the three stories filed by Reuters 
on the European Larger Company Survey were ranked 
74th, 87th and 89th. 
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Number of 
companies 

Market Cap 
Sbn 

Fund Sell side 

Management Analysts 
Groups 

III 11! 

UK Larger Company 

350 

1.415 

100 

1,740 

I~> 

UK Smaller Company 

750 

115 

100 

1,224 

DOC 

Continental European Larger Company 

350 

2,374 

100 

2,756 

HID 

Global Emerging Market Company 

1,200 

688 

150 

1,689 

CC CO 

US Larger Company 

500 

5,972 

150 

Pub. June 


The 1997 UK Larger Company survey, published on Tuesday 15th April, 

is now available for purchase. 


If equities are your business, 

call Tempest on 0171 638 8789 to order your copy 
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FRANCE • by David Buchan 


Centralised system 
ready for big bang 


But the national 
election campaign 
has intensified 
the political 
debate 

France is finding it far easier 
to prepare Itself technically 
than politically. 

The close-knit nature of 
the country’s financial estab- 
lishment, coupled with a 
national tradition of central- 
ised planning, means that 
France is highly likely to be 
ready on time for a big bang 
switch to the euro in 1999, in 
the same way that France 
successfully met Similar 
challenges in the past to 
build nuclear weapons, a 
space programme or 
high-speed trains. 

But the current election 
campaig n has again turned 
economic and monetary 
union into something of a 
political football. This is 
despite President Jacques 
Chirac's claim that one of 
the reasons he called the 
parliamentary election 
before its due date neat 
March was to avoid domestic 
politics disrupting the key 
European Union decision 
next Aprll-May on which 
countries would qualify for 
the euro in 1999. 

The Emu issue still cots 
across both left and right in 
France. But the debate has 
changed, chiefl y because the 
views of the Socialists have 
changed since their Presi- 
dent Mitterrand signed the 
Maastricht treaty in 1992 and 
since the party went into 
opposition in 1993. Over the 
past four years, the Social- 
ists have had the debate 
they never really had under 
Mr Mitterrand, who imposed 
Emu on them. Though they 
still support the euro in prin- 
ciple. they now pose the fol- 
lowing conditions which also 
find an echo among many of 
their centre-right opponents: 
• France should still aim to 
cot its overall public deficit 
to 3 per cent of national out- 
put this year, but this target 
does not have to be met on 
the dot because the treaty 


allows some political leeway. 
The Socialists are not alone 
in suspecting that the reason 
for Mr Chirac’s snap election 
is to pave the way for 
another centre-right govern- 
ment to introduce more aus- 
terity this autumn. 

• Emu should promote 
growth and jobs, and that to 
this end EU governments 
should be able to exercise 
same political influence over 
the independent European 
Central Bank (ECB). The 
Juppe government has 
already displayed some of 
the mine concerns, bat has 
had little success in getting 
the Germans to accommo- 
date them. The Germans 
have accepted the French 
Idea of Emu-participating 
governments forming a 
“Council of Stability and 
Growth”, but only as an 
informal body co-ordinating 
economic policy in support 
of the monetary union, and 
not exercising leverage over 
the ECB. Residual French 
restiveness about the ECB is 
shown in the fact that Paris 
does not accept that Mr Wim 
Dulsenberg, the Dutch presl- 
dent-to-be of the European 
Monetary Institute, who is 
regarded as very close to the 
Bundesbank, should now 
automatically be regarded as 
the first ECB governor. 

• The euro should not be 
over-valued against the dol- 
lar. The French not only har- 
bour higher hopes than 
other Europeans for Europe 
to be able to use its euro to 
reach a more orderly cur- 
rency arrangement with the 
US and Japan. They are also 
more prone to fears that the 
euro might price them out of 
markets where, especially in 
aircraft, arms and agricul- 
ture, they compete head-on 
with the Americans. These 
fears have already been 
voiced on the right, particu- 
larly by Mr Edouard Baha- 
dur, the former Gaullfst 
prime minister, and Mr 
Val&ry Giscard d'Estaing. 
the framer president 

• France should not move 
to the euro without Italy and 
Spain. This condition harks 


back to the French fear that, 
at least at the start of Emu, 
it might be the only I - a ti n or 
half-Latin country in what 
would otherwise be essen- 
tially be a D-Mark zone. 

It is also the condition that 
is least negotiable with 
Bonn. For, it is one thing to 
hope that Italy and Spain 
ran qualify as founder-mem- 
bers of Emu, it is quite 
another to insist that they 
do. Yet. many in the centre- 
right are worried not only 
about being alone in a 
D-Mark zone, but also about 
French trade being undercut 
by nhMp Italian and Spanish 
goods priced in depreciated 
currencies outside Emu. For 
instance, Mr Franck Borotra. 
the Ganlllst Industry minis- 
ter, makes no bones about 
the fact that this was one of 
the reasons why, in the 1992 
referendum, he voted 
against Maastricht. 

However, during the elec- 
tion campaign, the centre- 
right has suppressed its sym- 
pathies with some of these 
Socialist points, lambasted 
the Socialists for wobbling 
on Emu to curry favour with 
their Communist and left- 
wing electoral allies and 
partners, and stoutly main- 
tained that France is bang 
on course to meet the 3 per 
cent deficit/GDP target this 
year and to stick to it next 
year. With the pick-up in the 
economy providing more tax 
revenue and budget spend- 
ing being cut slightly in real 
terms, there is no reason 


why this target should not 
be met, though the difficulty 
of reining in welfare spend- 
mg leaves a bit of doubt 

The Paris financial mar- 
kets have chosen to banish 
such doubts from their 

minds in plou ghing on with 

their preparations so that on 
January 4, 1999 - the first 
trading day in that year - all 
money, bond, stock and for- 
eign exchange markets will 
switch to the euro. The Bank 
of France, the various mar- 
ket authorities, commercial 
banks and stockbrokers have 
put together a masterplan 
for the switch. 

Paris is going fra: an across 
the board switch, partly to 
avoid discrepancies or dis- 
tortions between different 
markets, partly to avoid 
credit institutions having to 
too many iwtor nal con- 
versions according to differ- 
ent categories of assets and 
liabilities, and partly to 
exploit its technical invest- 
ments. 

Bonds and shares have 
traded in Paris electronically 
for the past decade, without 
any exchange of paper. The 
Slcovam electronic system 
keeps track of shares, while 
the Relit system settles 
share transactions once a 
day; with the Introduction 
this August of the Relit 
Grande Vitesse system, 
share transactions will be 
settled continuously. This 
computerisation makes an 
instantaneous switch to the 
euro easier technically than 
it would be in centres still 
passing paper back and 
forth. Meanwhile, the Trans- 
ferts Banque de France 
(TBF) system, the French 
component of the new wider 
Target network linking cen- 
tral and commercial him icq 
across the Emu zone, is due 
for trial r uns this autumn. 
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European banking made by WestLB. 


The opportunities offered by 
the euro are challenging 
decisionmakers across Europe. 
WestLB is well prepared to 
help you succeed in this 
complex task. 

Based on its presence in 
most European countries, 
WestLB is one of the truly 
leading banks in Europe. 
With our competence and 
track record we match the 
high requirements of our 


professional clients. When it 
comes to modifying financial 
strategies and converting 
systems to die euro, be sure 
to benefit from our expertise. 

So no matter what your 
goals are. WestLB's support 
means you will never find 
yourself in uncharted territory. 
For updated information about 
WestLB and the euro, simply 
visit us on our Web site under 
http:ZAOTvw.westlb.corn 
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Adapt and survive 



WestLB 


Companies with a 
high exposure to 
EU exports will be 
the most obvious 
beneficiaries 

For business, the prospect of 
European monetary union 
creates problems and oppor- 
tunities in equal measure. 
However, these problems 
and opportunities are not 
equally spread; some compa- 
nies will benefit hugely, oth- 
ers will ran into serious dif- 
ficulties. At the extremes. 
Emu millionaires and Emu 
bankruptcies will both 
abound. 

The simplest example is 
slot machines: makers of 
vending and gambling 
machines are looking for- 
ward to a surge in orders to 
convert existing equipment 
to euros. From Monte Carlo 
to Blackpool's Golden Mile, 
there are thousands of con- 
tracts to be won. However, 
for slot machine operators 
the euro means nothing 
more than extra investment 

On a much larger scale, 
banks, retailers, and a host 
of other companies face big 
bills converting their 
operations to the euro. Com- 
puter hardware and software 
are the largest items on a 
list that will include office 
stationery, sales literature 
and legal docu m e nt ation. 

BZW, the British stockbro- 
ker. estimates conversion 
could cost companies $25bn 
- half of which could be out- 
sourced. 

For software companies, 
technology consultants, 
accountants, lawyers and 
others this is a potential 


bonanza. While some spend- 
ing will spread over a decade 
or more, much of it is likely 
to come soon, as companies 
prepare for the planned 
launch of Emu in January 
1999. 

Companies in countries 
which decide to stay out of 
Emu will not escape the 
need to prepare. As the Bank 
of England has warned Brit- 
ish banks, systems wDlstm 
need to be redesigned to 
cope with the Emu’s arrival 

A survey earlier this year 
of the EUs top 300 compa- 
nies by KPMG, the accoun- 
tants. found that only 20 per 
Cent had even the 

potential cost of Emu. Only 8 
per cent had set a budget 

The biggest costs will fell 
on those companies dealing 
in cash with large numbers 
of customers, led by retail 
hanks and stores. Companies 
in wholesale markets will 
face smaller bills, though 
they will not escape alto- 
gether. . Consumers can 
expect that - one way. or 
another - they will foot the 
bill for these investments. 
However, since the financial 
burdens will fell unequally 
they could also affect the 
balance of power within 
industries. 

For example, in insurance, 
re-insurers, which operate 
mainly in wholesale mar- 
kets, will probably have to 
spend less than those life 
and accident companies 
which deal directly with the 
public, whose client lists run 
into millions. 

Expensive anomalies will 
abound. German insurers 
believe that many of their 
retail customers will want to 
deal in D-Marks during the 


1999-2002 transition period. 
But large industrial campa- 
niles may prefer to operate in 
euros from January i, 1999. 

Once companies have put. 
themselves in a position: to 
cope with Emu, many will 
benefit from the most obvi-. 
ous advantage of monetary 
union - lower transaction, 
costs. The biggest beneficia- 
ries will be those groups 
with the highest proportion 
of their revenues in different 
countries. The losers will be 
those with little or ho cross- 
border business. The win- 
ners will include those vay 
large companies which are 
among the strongest sup- 
porters of monetary union, 
including BMW, the German 
carmaker, British Petroleum, 
the UK oil group, arid Uni- 
lever, the Anglo-Dutch food 
and household goods com- 
bine.' 

Big non-EU companies 
with extensive EU 
operations such as Ford 
Motor and General Motors of 
the US and ABB, the Swed- 
ish-Swisa engineering group, 
would, also benefit 

But not all big groups will 
benefit Domestically-ori- 
ented companies such as 
electricity and water utilities 
will gain little from cuts in 
international transaction 
costs. But with millions of 
small account customers 
they will face particularly 
heavy computer conversion 
costs. 

Far smaller companies the 
outlook is less clear. In gen- 
eral, very small companies, 
employing under 100 people, 
are unlikely to be the biggest 
beneficiaries of cuts in trans- 
action costs since many 
serve local markets. Shop- 


keepers, private .hotel and 
restaurant owners, and laun- 
dry operators all have tittle , 
to; gain from Emu. The same, 1 
. Is true for local business ser- . 
. vices companies such as 
recruitment agencies. 

However, even among: the 
smallest businesses there is; 
an important minority of , 
potential winners’ - maim-, 
lecturers with a high expo- 
sure to export within the 
EU. ..A. 

These are often high-tech- 
nology companies producing; 
a specialised product . -for . 
international markets. They 
want an end to tine uncer- 
tainty which dealing in .cur- 
rencies brings* Unlike biggnr 
manufacturers . they have 
tittle scope to . manage cur- 
rency swings by switching 
production from one country 
to another. 

Beyond these consider^ 
ations looms the much 
larger question of economic 
stability." If monetary utiinm . 
bring greater economic sta- 
bility thtm virtually all bus!- .. 
nesses should benefit from a ' 
reduction in risk and uncer- 
tainty. 

Borrowing costs should 
fell- ff' the * climate becomes 
more predictable. The win- 
ners could be companies 
with long-term investment 
projects with long payback 
periods. The losers could be 
companies which have in the 
past relied too -much on 
short-term profits from cur- 
rency swings and the like. 

However, this, does -not • 
necessarily favour a particu-' 
lar industry oc size of com-. . 
pany. The winners will be' 
those who adapt most suc- 
cessfully to the Emu world. - 
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BANKING • by George Graham 


Maintaining momentum 


There are striking 
variations in 
banks’ practical 
readiness for 
monetary union 

With barely 400 working 
days left before the arrival of 
the euro, European bankers 
are starting to show signs of 
nervousness about the prac- 
ticalities of introducing the 
new currency. 

Most European banks have 
carried out months, or in 
some cases years, of plan- 
ning, drawing up scenarios 
to prepare for variations in 
the list of countries which 
will join the monetary’ 
union, in the timetable for 
the euro's introduction, and 
in the precise rules which 
will be laid down on issues 
such as conversion rates and 
dual price labels. 

Now, however, they want 
to narrow their scenarios 
down so that they can start 
taking practical measures to 
adapt everything from com- 
puter systems to cash tills. 

“We have been doing our 
scenario planning for a cou- 
ple of years now, but this is 
the point when we need to 
move from planning Into 
implementation, and we still 
don't know which scenario 
to back," complains one con- 
tinental banker. 

Panic is still a long way 
off, but some of the early 
confidence that European 
banks would be able to take 
Emu in their stride bas now 
begun to erode. 

“I realise we shall get 
some news in 1998. but time 
is flying, and it takes time to 
change computer systems," 
warns Mr Knud Sorensen, 
chief executive of Den 
Danske Bank. Danish banks 
can. at least, be confident 
that their country will 
remain outside Emu. at least 


in its early phases. British 
banks, too, have almost all 
concluded that the UK will 
not be in the first wave. 

That may reduce their 
need to prepare for the mass 
introduction of a new cur- 
rency to their retail custom- 
ers, but it does not 6pare 
them the problems of prepar- 
ing to handle the euro in 
their wholesale operations. 
This may be a simpler task 
than for banks in likely core 
Emu countries, who will 
have to prepare their 
systems to handle dual cur- 
rencies from 1999 to 2002 
rather than simply treating 
the euro as another foreign 
currency. It is not, neverthe- 
less, without difficulties. 

A London working group 
of banks, brokers, lawyers, 
exchanges and settlement 
systems warned recently 
that final decisions on a 
range of ground rules for the 
financial markets needed to 
be taken no later than July 1 
if market participants are to 
make the necessary systems 
changes in time. 

These decisions include 
whether and how govern- 
ments will redenominate 
their bonds and money mar- 
ket instruments after 1999; 
whether it will be possible to 
agree a marketwide conven- 
tion on the right way for 
other issuers to redenomi- 
nate their debt and equity; 
and how to maintain conti- 
nuity for benchmarks such 
as the British Bankers’ Asso- 
ciation’s Labor rates. 

The London Investment 
Banking Association warned 
recently that it will be hard 
to maintain momentum for 
London’s preparations if the 
Labour government does not 
send some signal to the busi- 
ness sector that British par- 
ticipation in Emu is still a 
real possibility, even if not 
in the first wave. 

"If the newly-elected gov- 


ernment does not convince 
business interests that the 
option to Join Emu by 2002 is 
genuine, then commercial 
plans will be based on a 
prospect of indefinite non- 
participation," Liba said in a 
progress report on prepara- 
tions for the euro. 

Preparations of individual 
wholesale banks vary 
widely, meanwhile. In a 
benchmarking study of ten 
London-based investment 
banks carried out by the 
Coba management consul- 
tancy, one b ank had seven 
people on a permanent “euro 
project team”, and has had 
taskforces running in each 
of 14 business divisions since 
the beginning of 1996. It has 
allocated a budget of £80m to 
cover conversion costs, and 
aims to have completed its 
preparations six months 
before the single currency is 
introduced. 

Another bank, by contrast, 
had no overall project team, 
no working groups, no 
implementation plan - not 
even a set o£ working 
assumptions on which coun- 
tries are likely to be in the 
first wave of Emu. 

In the broader universal 
banking: arena, these varia- 
tions are even more st riking 
Recent surveys show that 
most German and Belgian 
hanks have their Emu prepa- 
rations well in band with 
massive project teams total- 
ling, in the case of Deutsche 
Bank, more than 160 people. 

Preparations at French 
and Dutch banks, on the 
other hand, range from wail- 
advanced to barely-started. 
Italian banks, besides the 
difficulty at knowing 
whether or not their country 
will Join Emu. face the addi- 
tional problem of preparing ' 
their computers for the first" 
time to handle a floating dec- 
imal point, since the lira is 
dealt in integers. 


But technical prepara- 
tions, though daunting a nd . 
costly enough in themselves, 
are only part of the 1 story: 
Most banks are only Just, 
starting to think about the 
broader consequences Emu - 
mi g ht bring to their bust- 
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Although the second bank- ” ' 
big directive and a range of' 
other European legislation. ; 
should, in theory, have ere-' ~ 
ated a single financi al mar--; 
ket In the EU already, bank- •' 
ing has remained 0 
r em arkably unintegrated. - 
Apart from the efforts in the ~ ’ 
1930s, since come to grief, of'-: 7 
France’s Credit Lyonnais to "' * 
buy ^ European retail bank- :- , 
ing network, few b anka have 1 - 
ventured far outside their . . > 
own borders. •••>■*. 

Opinions vary on whether -. .. 
the introduction of a singte" . 
currency, wffi. MCkstart the ■ • 
single banking market. In .. 
theory, at least, the "euro : 
should make it; easier for a ’ • 
bank - to offer its services *' 
across borders, if only .' 
because it will be able to nse- 
ita domestic base 'of free or " 
cheap deposits to fund its 
lending activities without - 
fear cf a enriuocy mismatch. / - 
And if the market does; 
become slowly more tote- ; , 
grated, banks may once 
again be encouraged to vest; • 
tore into acquisitions. 

" There, wp] be; a conse- ‘ 
queues of monetary union * 
which, the politicians have - >' 
not reffl^nised yet you will;.’' 
seealotofmeigersf and • 
acqufeifions, ,, ^ard- Mr kart : 5 
Otto POehL-fonner iaeside^ ; - 
of .the Bundesbank smd nbw" • 
managing, partner off . SaL*' 1 
Oppenheim, - the ; Cologne-; 
based .private bank, who- ■ 
warns tiia* this - could create" 
POfiticaTfEjetian/... ; > '. 

"You cant have a afaigle , 
cunancr md! not . allow. a' ' 
German* bank** to ; buy’ a / 
French bank," ‘ he (autioned. 
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Emu ^ffl bring i : >i- 

and |^ats. ^- J?;;. 
Cor^^aes-iaus^i^ 
plari^refully 


across Europe 
prpjiifsedmany 

monetary toidrim 
purrepcy is meant 
to proy^je* slower iirteEjtet 
rates aim ijsarer competitive. 
ooonpmfct. it is also meant 
to enomiasag^ better Integra- 
tion ofuaational markets, 
mmpTrfle^g ^bwadal zoaiz^ge- 
ment; %E^ jsliinmatioB of 
exchange- transaction costa. 

Hqwfeyer; Emu carries 
witoffi^sjgnifi cant risks for 
comps&fles; aiud will require 
intensive preparation across 
all aspects of business activ- 
ity. 

Companies can choose 
whether to make the mini- 
mom preparations necessary 
for Emu - or whether in 
addition to work to obtain 
advantages tram the market 
changes which will follow. 
But ignoring Emu, and in 
particular ignoring the 
systems implications, Is not 
an option. 

This article provides a 
checklist of the major ques- 
tions which companies 
should ask themselves in the 
run up to tiie “paper” Emu 
iz> 1999 and the full single 
currency in 2002. Companies 
should define: 

• their future vision of how 
they would operate in a euro 
environment; 

• the opportunities and 
threats for each of their lines 
of business and countries of 
operation as shown in the . 
diagram below; 

• very importantly, how 
they would handle the tran- 
sition phase, 

Time is now short before 
the introduction of the 
"paper* euro in 1999 and . 
senior management should 
make Emu preparation a pri- 
ority in the short-term to 
ensure that companies can 
cope with tiie euro. 

Among issues to be consid- 
ered by companies are: 

• Marketing and pricing. 
Assess each of your markets 
to identify the way in which 
they will operate after the 
single currency is Intro- 
duced: the euro will bring 
existing national markets 
closer together and in some 
industries will result in mar- 
ket restructuring. Review 
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your pricing strategy; 
because it may not be possi- 
ble to maintain price. differ? 
entials -'between existing 
national markets. Consider 
how your competitor Will 
react to the single currency: 
will they rationalise their 
operations? Work with ytrar 
customers to agree a switch 
to euro purchasing and. your 
switch to euro pricing.: Find, 
out when your suppliers 
wish to changp to euro pric- 
ing. 

■ H you pubUsh . price. 'hsts,.' 
consider how you will make 
the transition to the , euro - 
for example will you reas- 
sess prices to. set them at 
appropriate euro values (eg 
99 cents, rather than a 
straight rounding). Consider 
lead times for Euro promot- 
ional material Consider cus- 
tomer or supplier informa- 
tion programmes to deal 
with the changeover. 

4 Systems .and IT. Identify 
the operational systems to 
he changed to deal with the 
euroL You will need to assess 
each operational system and 
decide which to modify, and 
assess the risks of systems 
failure to your business. 
This is a major task and 
needs to be started quickly. 
Identity which systems need 
special changes for the 
period .when you 'may have. 
to deal .with traasactians-in ... 
either euro. .or,, an -..old . 
national currency- Confirm 
that systems can cope with 
currency conversion and. 
rounding rules (6 significant, 
figures, 3 decimal points). 
Identify cash handling 
operations and consider 


‘what . equipment azz<£ to your staff employment 
systems need to be changed:; contracts and- pension 
If you suite use of electronic;; arrangements. Review con- 
data interchange C&DQ, find 1 - tract-terms and conditions to 
out wh^'y^-‘irac6Dg'p^-r/fs^ that ‘ the' euro iflade- 
ners are $toing about Emu - quately covered. . : ' . 
and ensure EDI systems can • Longer term. Review 
cope with .'the change. Iden- your operations to consider 
tify all : other external - , the advantages and threats 
systems finks involving ctnviijqjj "a single currency. For 
rency transactions and -^example, the mrifitimce of a 
ensure ton' Euro com-.', large single ctu^mcy^ area 
patible. Obtain appropriate may lead 
iT ^resources and consider /relocating ai _ 
putting:' together your i ^euip.j i "t^Sre tp : avoid -currency flue- 
systems, project ahtf ^m^^ro|tious. ' • ' ; 
year MOO project.' 'v-V' " ; Consider operational .. 

• Finance and payrojt A ffiahgejg such ’ asxationalisa-,- - 

- Deadm^toento change oyer'i±m ; of. your, stg>ply chain to - 

’• 1 * 1 » 'aJ 1 tf.-v? I -m j . is 


a single 


your fnteriial accounting; ipT 
tbe-^mto'.- Decide" when v.jib' i&togritfi&i- 
rhaniro your , payroll te*.e VF&MT&e- ’Issues : hated above 
. , r Skeiy to be aT year^^how ; topi; the bitrpduction 
^|p®-.when coins^lfifefi^FTbf tfreeuro VrtD touch on alL 
notes -jaa^ available tor retail ' aspects of a company's busi- 
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uae). „ Consider if your 
accouhttog wifi be affected 
by gains , and losses between 
enroTctferendes which could 
crystallise in 1999. Identify 
when -national and local gov- 
ernments will accept returns 
in Euro (this is likely to be 
closer to 2002 than 1999). 
Consider an infbnnation and 
teaming programme inside 
your company 
• Treasury mid banking. 
Consider rationalising your ' 
banking relationships in the 
euro area (you may need 
only ope bank for euro pay- 

n Identify savings by 
ubtion of treasury 
operations, or by setting up 
some farm of joint ^service 
organisation tor euro invoic- 
ing. Consider how the euro 
will .affect your balance 
sheet and currency manage- 
ment in /your balance sheet. 
Identify any issues on the 
redenomination of debt or 
securities in the rounding 
from old currencies to the 
euro. 

• Legal issues. Investigate 
contract continuity, particu- 
larly outside the EU where 
the EU regulations confirm- 
ing contract continuity may 
not apply. . Consider changes 


ness. To deal with these 
Issues, many companies 
have put together a multi- 
disciplinary planning tea m , 
' This team needs to address: 
a planning phase or Impact 
assessment to agree the 
scope of the project: an 
options evaluation phase; 
obtaining agreement on the 
euro strategy; implementa- 
tion of the preferred way for- 
ward. 

Companies wifi need to 
take account of the emerging 
experience of dealing with 
the euro, and of the advice 
being provided by industry 
working parties, the Euro- 
pean Commission, the EMI 
and others. Good communi- 
cation with customers, staff 
and suppliers is essential 
throughout. Time is now 
short for companies with 
operations in potential 
euro countries to begin plan- 
ning their project and prior- 
ity must be given to this 
issue. 

Michael Gardiner is a 
partner in Ernst & Young 
Management Consultancy 
Services and a member qf 
Ernst & Young’s pan- 
European team to implement 
die Euro. 


Deutsche Bank: one of the private sector banks hi acrimonious dispute with the Sparkman 

Advice from 
the front line 


Opportunities ami throats 



The Sparkassen 
have die crucial 
job of selling the 
euro to sceptical 
customers 

To millions of Germans, the 
sign of the big red S tapped 
with a bold dot represents 
their closest link with the 
world of finance. This is the 
national wnKtem of the myr- 
iad local Sparkassen or 
savings b ank branches 
which account for around 
half the domestic savings 
market — far more thaw any 
other banking sector. 

With some 19,000 branches 
and 280,000 staff - 170.000 of 
them dealing directly with 
customers - the 624 savings 
banks have a spread of 
operations and collective 
market share which is the 
envy of the big commercial 
banks. 

It is that penetration 
throughout the length and 
breadth of Germany which 
makes t he savings banks so 
important in selling the idea 


Thus the prospect of Euro- 
pean monetary union poses 
a huge challenge for the 
savings banks. Large sums 
are being spent on technical 
preparation, communica- 
tions and training. But the 
Sparkassen are also having 
to face the strategic implica- 
tions of Emu, which will 
change the nature of Euro- 
pean retail banking by open- 
ing up the market to compet- 
itors across the continent 

In addition, the public 
banking sector - in which 
the regional Landesbanken 
act as central banks and pro- 
viders of wholesale financial 
services for the Sparkassen 
- are locked In an acrimoni- 
ous dispute with the private 
sector banks, headed by 
Deutsche Bank, Dresdner 
Bank and Commerzbank. 

This centres on the way 
some of the Landesbanken, 
the largest being West- 
deutsche Landesbank in 
Dttsseldorf. received capital 
injections a few years ago in 
the form of state housing 
development funds. The 
Cologne-based German bank- 


of the eUro. '.They handle ^^ing^assoaafian •- represent- 
around 40in giro accounts, ; fog 30p big and small private 


mostly for small customers 
who are likely to turn to 
their local Sparfcasse branch 
first far advice on what the 


^sector banks - has com-, 
plained to the European 
'Commission. Jn Brussels' 
about what it alleges are the 


role to play in putting across 
the idea of Emu to a German 
public which has not shown 
notable enthusiasm for it. 
The heads of Germany’s 
regional states (Lfinder), 
with close ownership and 
commercial links with the 
Landesbanken, have fol- 
lowed suit 

Against this background, 
the savings banks have 
made their views clear to the 
government through the per- 
son of Mr Horst Kfihler, a 
former aide to Mr Kohl and 
now head of the Bonn-based 
German savings bank associ- 
ation. They dislike being 
under fire in this way while 
also being in the front line 
when it comes to persuading 
people to accept and prepare 
for the euro. Thus the Com- 
mission has taken its time in 
dealing with this politically 
and commercially sensitive 
issue. 

As yet, most savings bank 
clients have barely come to 
grips with the idea of the 
euro. They include numer- 
ous small and medium-sized 
(Mittelstand) businesses, 
many :>of -them tied more 
closely to the domestic than 
tiie export markets. Some of 


Thus it has sent out more 
! than 4m brochures with gen- 
eral advice and background 
on Emu, as well as more spe- 
cific advice for businesses 
and local authorities. Last 
year, it held more than 1,000 
meetings for customers, each 
with an attendance of sev- 
eral hundred. These dealt 
with general matters, such 
as the scheduled timing, pur- 
pose and procedure of Emu, 
as well as with matters of 
particular interest to Mittel- 
stand companies and wealth- 
ier private investors. 

The savings bank move- 
ment expects to spend 
around DM1 bn alone on 
training staff and giving 
advice to customers. This is 
on tbe rough expectation 
that each customer will need 
15 minutes of advice. It has 
also set up an extensive 
database by means of which 
any employee should be able 
to call up Information about 
Emu on computer and com- 
municate this to the enquir- 
ing customer. 

As the planned starting 
date for Emu approaches, 
with tbe decision on actual 
membership due next spring, 
people are expected to want 
more than just general 
advice and reassurance. 
They will want to know 
about tbe future of their 
savings, investments, insur- 
ance policies, pensions, 
loans, contracts and other 
financial relationships. 

Mr HeitraOller says studies 
show that, so Car, only about 
30 per cent of German com- 
panies have started proper 
preparations for the euro. 
Among smaller firms with 
less than 200 employees, the 
figure is only 20 per cent 
“No company can take the 
view - without harming 
itself - that *the euro does 
not interest me'." 

Even the very smallest 
companies can benefit from 
the single currency, he 
argues. Currency fluctua- 
tions hit <fma)i and medium- 
sized exporters especially 
hard, since they are more 
dependent on particular 
markets. They cannot spread 
risks between different mar- 
kets and production sites as 
big corporations can. Thus 
the euro should improve life 
for small businesses by mak- 
ing it easier to calculate 
prices and costs across bor- 
ders and opening up new 
sales opportunities. 

As 1999 approaches, the 
savings banks will be push- 
ing these arguments more 
forcefully. throughout thefr 
scattered' branch network. 
Yet Mr Heitaiflller stresses 
that Emu must be built on 


toe bigger, companies with* stable foundations. “We are 


single currency means and distorting effects op competi- 


how to prepare for it 


LAW • by Geoffrey Yeowart 


B uilding a solid euro framework 


nentum 


The City has 
welcomed the 
European 
Commission’s 
legal proposals 

Whether the UK opts In or 
out of monetary union, 
numerous types of contracts 
made in thg London finan- 
cial markets will he affected 
by the euro. 

The City has pressed for a 
robust framework to ensure 
legal certainty and has 
broadly welcomed the Euro- 
pean Commission's propos- 
als. These proposals are con- 
tained in two draft EU 
Council regulations which 
were endorsed by the coun- 
cil of finance ministers in 
December 1996. The first will 
deal with the substitution af 
the euro for the Ecu, conti- 
nuity of contract and conver- 
sion and ro unding rules. The 
second will deal with the 
substitution of the euro for 
participating national cur- 
rencies, transitional period 
arrangements, redenomina- 
tion of debt, euro bank notes 
and rains and related issues. 

Although both drafts are 
subject to a UK parliamen- 
tary scrutiny reserve, it is 
hoped that the first regula- 
tion will he adopted this 
year. The second regulation 
cannot be adopted until it is 
known In April or early May 
1998 which member states 
will be toe first to partici- 
pate in the euro. ■ 

Particular attention has 
focused oa contract continu- 
ity, private Ecu obligations 
an<j redenomination of debt 

The first regulation will be 
an Important step towards 
clarifying the legal position 
on tiie key question of con- 
tract continuity. Article 3 
will establish that the intro- 
duction of the euro wfB not 
have tbe effect of altering 
any team of a contract or 
discharging or excusing per- 
formance under a contract. 
Equally, it wfll not give a 
party the right unilaterally 
to alter or terminate a con- 
tract. This fa expressed to be 


subject to whatever the par- 
ties may have agreed, so 
preserving freedom of con- 
tract The parties will be free 
to agree any changes they 
choose to the iterxas of toefr 
contract, provided this is 
done by mutual agreement : 

When the first regulation 
is adopted, it will become 
part of English law, even if 
the US opts out Although it 
will not be - a universal 
answer to every potential 
problem, 1 article 3 will be a 
major- step towards' achiev- 
ing legal certainty on 'conti- 
nuity. It will not obviate toe 
need to review significant 
existing contracts which 
refer to the Ecu or a national 
currency likely . to ■ be 
replaced by the v euro and 
which extend beyond Janu- 
ary i, 199 9. ■ ' 

The disappearance ; of a 
currency, interest rate, 
exchange rate, screen page, 
pricing source, index, car set- 
tlement system could affect 
a l contract, unlessfan accept- 
able replacement .'is estab- 
lished to ensure continuity. 
Market associations 1 are cur- 
rently working on plans to 
provide successor price 
sources. Article 3. will hot 
alter domestic contract law 
in jurisdictions outside the. 
EU- This is important for 
derivatives as the majority 
of derivatives are- governed 
by aither English or New 
York law. 

foternational law broadly 
requires states to recognise 
the currency of another, but 
there may be areas of macer^ 
♦■flinty. The UK’s Financial 
Law Panel is investigating 
the legal position In the 
nyitn financial centres out- 
side the EU. The Interna- 
tional Securities Dealers 
Association (1SDA) and oth- 
ers have taken a leading role 
in sponsoring legislation to 
amend the general obliga- 
tions law and toe uniform 
commercial code jh' New 
York to remove any contract 
termination risk. Draft legis- 
lation is now before the New 
York State Legislature. 

Similar state legislation 
has also been put forward in 


THinols and California. The 
legal position is also being 
considered in other jurisdic- 
tions, including Japan. Hong 
' Kong and Singapore. 

The Ecu is widely used by 
tbe . private sector in com- 
mercial .transactions. The 
European Monetary Institute 
has estimated that, at the 
end of September 1996, 
I53.6bn of Ecu obligations 
were outstanding in the Ecu 
, ‘banking and financial mar- 
kets. 'There has also been 
considerable debate on bow 
these private Ecu obligations 
will be aftected by toe intro- 
duction ctf the euro. The rea- 
son is that the Ecu is not a 

The first 
regulation will 
become part 
of English law, 
even if the UK 
opts out 

currency but . a unit of 
account based on a basket of 
13 currencies. The euro wffl 
probably have a different 
economic value as only 
member states which meet 
the amvergKjee cTtteria win 
participate. The euro may be 
“harder". 

The legal position will be 
clarified when the first regu- 
lation is adopted. Briefly, 
this states that, from Janu- 
ary. 1, 1999, every reference 
in a legal Instrument to the 
Ecu (as officially defined) 
will be replaced by a refer- 
ence to the euro at the rate 
of l euro to i Ecu. It also 
contains a presumption that, 
where a contract refers to 
the Ecu, without this defini- 
tion or any definition at all, 
the-partie? intended to refer 
to toe official Ecu, with the 
result that the Iti conversion 
rate will apply. The pre- 
sumption is rebuttable if the 
parties intended otherwise. 

The presumption is neces- 
sary as, the types of Ecu 
pinmifrs used in the financial 
markets vary. The most 


common, toe "open basket 
clause, links the private Ecu 
with the value and composi- 
tion of toe official Ecu from 
time to time, provided it 
remains the EC unit of 
account. In some cases, toe 
definition may not expressly 
refer to the official Ecu but 
Is Intended to be used as a 
parallel unit, of account and 
Is treated as such in the mar- 
kets. In other cases there 
may be no definition of the 
Ecu at all, as in the case of 
Ecu deposits. In a few older 
cases a “specific basket" 
clause may have fixed the 
private Ecu to toe value and 
composition of toe official 
Ecu at a particular date. It is 
only this last type of defini- 
tion which appears likely to 
fall outside toe presumption. 
Most bonds with fixed Ecu 
definitions may have 
matured already, although 
this definition may still 
appear in certain deriva- 
tives. 

The second regulation will 
empower a member state on 
or after January Z, 1999 to 
redenominate existing gov- 
ernment debt Issued in its 
own national currency under 
its own national law. One 
issue left open by the second 
regulation is whether a 
member state will be able to 
take measures to enable 
Issuers to redenominate 
existing private sector bonds 
or securitised debt trade! in 
tbe capital markets. 

firm proposals are expec- 
ted to emerge before the 
Amsterdam summit in June. 
It is expected that an issuer 
of existing debt de n o m inated 
in the national currency of a 
participating member state 
will be free to redehominate 
it during the transition 
period (January 1, 1999 to 
December 31, 2001) if that 
member state take3 steps to 
redenominate all or part ctf 
its own government debt 
There has been debate as 
to how far redenomination 
should go. There are at least 
three possibilities: simple 
redenomination (a change in 
the currency unit in which 
the nominal value of a debt 


security- is expressed): 
renomlnallsation (a change 
in the mi ni mum nominal 
amount In which a debt 
security is held after reden- 
omination in order to 
achieve a round amount) 
and- reconventioning (a 
change In tbe terms applica- 
ble to the debt security to 
reflect different conventions 
on such matters as calculat- 
ing interest and frequency of 
payment). It is widely 
believed that the powers to 
be given to redenominate 
private sector debt under the 
second regulation daring the 
transition period should be 
limited to simple redenomi- 
nation. 

It is for from clear whether 
the advantages of redenomi- 
nating private sector debt 
during the transition period 
will outweigh the costs and 
disadvantages, unless a sim- 
plified procedure is available 
for doing so. It appears sensi- 
ble to leave private sector 
Issuers and (where their con- 
sent is necessary) investors 
to decide whether to reden- 
ominate, which they should 
be free to do even if the rele- 
vant member state has not 
redenominated its own gov- 
ernment debt. 

Unless voluntarily reden- 
ominated during toe transi- 
tional period, ail legal instru- 
ments existing at the end of 
that period will be automati- 
cally read as if references to 
national currency units were 
to euro units at the fixed 
conversion rate. It is contem- 
plated that the rounding 
rules in toe first regulation 
will also apply, although 
their scope of application 
needs to be clarified. 

Although good progress 
has been made on the legal 
framework, more work is 
essentia] In this area. Work- 
ing parties of practitioners 
are looking at the Issues to 
find generally acceptable 
and practical solutions. 
Geoffrey Yeowart is a partner 
af LoueU White Durrant, • 
London, and chairman of the 
Euro working party of the 
City of London Law Society, 
banking law subcommittee. 


, toton otf the favourable terms 
‘on which these fluids were 
transferred. 

The public sector hanks, 
which deny the terms gave 
them an unfair advantage, 
have been backed by Chan- 
cellor Helmut Kohl, who is 
acutely aware that the 
savings banks have a vital 


Sparkasse accounts have 
started making preparations 
hut many of them are still 
' hazy about the foil implica- 
tions of monetary union. 

“There is a huge need to 
explain to people what mon- 
etary union means.” says Mr 
Hans-Michael HeitmtUIer, a 
director of tbe savings bank 
association. “I don't have to 
tell you how much scepti- 
cism there is.” 


positive about monetary 
union as long as we are con- 
vinced that stability is not 
being put into the back- 
ground." The desperate 
accounting measures being 
'used by several countries, 
including Germany, to 
ensure they qualify far Emu, 
could stretch that conviction 
to toe limit - both at the 
Sparkassen and among their 
customers. 
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Croatia 

The new state is secure, but the veneer of 
prosperity and democracy is still thin , write 
Anthony Robinson and Guy Dinmore 

National dream 
close to reality 
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T he Croatian 
nationalist dream of a 
secure state within 
internationally recognised 
borders, complete with Its 
own currency, army and 
Institutions, is . about to be 
fulfilled. It was a dream 
which the nationalists said 
would only be realised when 
there was “Croatian money 
in a Croatian purse, and a 
Croatian rifle on a Croatian 
shoulder”. 

They now have both, and 
the last piece of 
Serb-occupied territory, 
Eastern Slavonia, is due to 
return to Zagreb's control 
soon after next month's 
presidential elections. 

Like Bismarck's Germany, 
Croatia gained its 
independence through 
“blood and iron" after a 
bitter war in 1991-2 which 
initially pitted lightly-armed 
militia and nationalist 
paramilitaries against the 
full armoured weight of one 
of the biggest armies in 
Europe pressed into the 
service of greater Serb 
nationalism. 

On June 15, President 
Franjo Tudjman. a former 
Titoist general turned 
nationalist historian who led 
the drive for independence 
in 1991, will almost certainly 
be re-elected for another 
five-year term. The "father 
of the nation” will be 
rewarded. A month later, 
when Eastern Slavonia is 
due to pass back under Cro- 
atian government control, 
those Serbs who elect to stay 
will do so as Croatian citi- 
zens, ..... 

This was a fate which 
many rejected when the dis- 
integration of Yugoslavia 
left them as fearful minori- 
ties in a state which Serb 
propaganda portrayed as the 
linear heir to the wartime 
fascist Ustasha regime. But, 
six years after the Serb-dom- 
inated Yugoslav Peoples 
Army < JNA ) helped Serb reb- 


els carve their own statelets 
out of the new Croatian 
state, the balance of power 
in the region has changed 
dramatically. The JNA is a 
dispirited shadow of its for- 
mer self: President Slobodan 
Milosevic remains interna- 
tionally isolated and inter- 
nally besieged; the Serbian 
economy is virtually bank- 
rupt 

The Serbian nationalist 
ambition of carving out a 
greater Serbia has not sim- 
ply failed; it has left Bel- 
grade in a position where it 
has to seek a political and 
economic accommodation 
with Croatia. 

This is the measure of the 
Croatian success. It might 
have been even greater if Mr 
Milosevic and Mr Tudjman, 
the two warlords, had made 
a political deal in 1991. But, 
with benefit of hindsight, a 
deal which permitted separa- 
tion without bloodshed was 
probably beyond reach in 
the emotional maelstrom 
which both men had stirred 
up. 

Mr Tudj man’s first success 
was to keep the rump of the 
country together when it 
was virtually defenceless. 
The tnming point was the 
1994 Washington agreement 
with the Clinton administra- 
tion. when Zagreb agreed to 
give up its ambitions to par- 
tition Bosnia with Serbia. 
Instead, it pledged to 
co-operate with the Bosniac 
Moslems and work for a sov- 
ereign Bosnia in return for 
US political support, includ- 
ing help with the equipment 
and training, of an - effective 
modern army. 

Two years ago. that army 
routed the JNA and Serb 
militias, forcing them first 
out of occupied Western Sla- 
vonia and then .out of the 
“military Krajina” regions of 
western Croatia in a blitz- 
krieg “Operation Storm”. 

An estimated 200,000 Serbs 
fled lands their forefathers 


bad populated over 200 years 
ago as peasant soldiers 
defending Christendom 
against the Turks. Interna- 
tional opinion, which 
remembered Serb aggression 
at the start of the war, 
hardly protested at the latest 
“ethnic cleansing" - this 
time with Serbs as victims. 

At mainly US insistence. 
President Tudjman then 
reined in the army, which 
was not permitted to sweep 
into Eastern Slavonia to 
complete militarily the “lib- 
eration'' of all the occupied 
territories. This prevented 
what would almost certainly 
have been another bloodbath 
of revenge killings. 

Instead, the fertile, oil- 
rich, but badly war-damaged 
area was put under UN tran- 
sitional government. For the 
past 18 months, US General 
Jacques Klein, backed by a 
. 5.500-strong UN military and 
police force and considerable 
charm and diplomatic, drill, 
has been arm-twisting, cajol- 
ing and reassuring nervous 
Serbs. He has also played an 
Important role In an interna- 
tional effort to get Zagreb 
and Belgrade to agree to 
ensure both a peaceful trans- 
fer of power to Croatia and a 
secure future for the Serbs 
who elect to stay. 

The prospects of a smooth 
transition look reasonably 
good. Croatia's international 
image will be strongly 
affect© d by the outcome and 
by other lingering war-re- 
lated issues. These include 
the good faith of its commit- 
ment to a sovereign Bosnia- 
Herzegovina in partnership- - 
with tiie Bosniac Moslems 
and the level of its coopera- 
tion with the UN war crimes 
tribunal in the Hague. 

Earlier this month, Zagreb 
sent a second suspected Cro- 
atian war criminal to the 
Hague. But this was only 
after Washington had made 
clear its displeasure at Cro- 
atian foot-dragging by 
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Instructing US representa- 
tives at the IMF to abstain 
on the vote which approved 
the recent $500m, three-year 
standby loan. 

Yet for all Croatia's politi- 
cal, diplomatic, military and 
economic gains over the first 
years of independence, the 
veneer of prosperity and 
democracy is, inevitably per- 
haps. still very thin. 

Mr Tudjman, like Marshal 
Tito the former communist 
dictator whom he emulates. 
is an autocratic, vain man 
who loves the trappings of 
power. The new state is still 
awash in the distinctive red 
and white chequer-board 
national Bag and nationalist 
rhetoric. This is used to 
deliberately intimidating 
effect in the newly-liberated 
areas where state-financed 
reconstruction of destroyed 
Croat homes is taking place. 

In the Krajina areas of 
western Croatia, centred on 
Kmn, the new and repaired 
Croat houses and villages 
now stand alongside the 
deliberately trashed homes 
of Croatian Serbs. The latter 
theoretically have the right 
to return to them, but they 
are made to feel very 
exposed and uncomfortable 
when they try. 

Mr Ivan Svonimir CiCak, 
the feisty representative of 
the Helsinki Watch human 
rights organisation, provoca- 
tively describes Mr Jure 
Radic, the minister of devel- 


POLITICS • by Anthony Robinson 


Civil rights is a key issue 


The HDZ still 
dominates, but 
opposition groups 
strengthen in 
towns and cities 

President Franjo Tudjman 
still dominates the political 
landscape of the new state, 
and on June 15 he will 
almost certainly be re- 
elected for a new five-year 
term. The only doubts are 
whether he can win an abso- 
lute majority in the first 
round, as in 1992, and 
whether the old war-lord 
retains the strength to com- 
plete another full term after 
recent treatment for stom- 
ach cancer. 

War and state-building 
occupied the first years of 
independent Croatia, but the 
agenda for a second term is 
expected to focus on domes- 
tic issues. The priorities are 
building a viable market 
economy and finding ways 
to ensure a future for the 
Croatian Democratic Union 
(HDZ). It was bom in the 
beady atmosphere of nation- 
alist revivalism and ethnic 
tension. It is doubtful 
whether it can survive 
long-term in normal peace- 
time conditions. 

As presently structured, 
the HDZ - which is a move- 
ment, not a political party - 
dominates the state. It infil- 
trates its members into key 
positions in a which is 
for closer to a communist- 
style party-state model than 
a conventional western-style 
political party- 



president Tudjman: a question mark over his health 


of the government's interna- 
tional respectability. It is 
■-iten a pre-condition for even- 
tual entry into Nato and the 
European Union. 

Significantly, however, 
Croatia's own Ombudsman 
has also started raising civil 
rights issues with the gov- 
ernment, bringing it into the 
domestic, not just interna- 
tional, political spbere. 

This is part of the evi- 
dence that Mr Tudjman 
intends to use his second 
term to promote economic, 
prosperity and international 

acceptability. To this end, he 


on the solution of outstand 
rug war-related issues. As US 
President Bill Clinton made 
dear in a note to Mr Tudj- 
man earlier this month, the 
ability of the Croatian gov- 
ernment to guarantee the 
civil and human rights of 
ethnic minorities 


party which has already 
implemented a successful 
stabilisation programme and 
js now pushing forward with 
a Hungarian -style privatisa- 
tion programme. 

This programme should 


government is also expected 
to press ahead with plans for 
a Cbilean-style personal pen- 
sion system. 

This policy is proving pop- 
ular with foreign investors 
but has yet to convince the 
country's urban voters. The 
HDZ did better than expec- 
ted at local elections in 
April, but the polls also con- 
firmed that HDZ support is 
concentrated in rural areas 
which gather their news and 
views from the state-con- 
trolled electronic media, a 
powerful instrument of polit- 
ical control. 

Most of the main towns 
and cities voted for, and are 
now controlled by, coalitions 
of opposition parties, 
although nationally the 
effect was minlmalised by 
lack of clear policies and per- 
sonal rivalries among the 
five main opposition parties. 
This could change. The April 
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with over 20 per cent of the 
vote 

This is still well below the 
HDZ, however, where even 
in hostile Zagreb the ruling 
party’s Share of the vote was 
34 per cent in the April elec 
tions, compared with 36 per 
cent in 1995 when the opposi- 
tion united sufficiently to 
put forward non-HDZ candi 
dates for city mayor. They 
were all rejected by Mr Tudj 
man in a display of authori 
tari anis m which, the opposi- 
tion argues, revealed his 
true political colours. 

Despite this damaging 
stand-off, which left the city 
without a mayor for over a 
year, the HDZ won 24 of the 
50 seats in the city council in 
the April municipal elec- 
tions. Earlier this month, it 
gained the two extra seats it 
needs to govern the city by 
wooing defectors from a 
divided opposition. 

Zagreb, a city whose popu- 
lation is now thought to 
exceed lV.m, contains a 
quarter of the country's pop- 
ulation and dominates the 
economy. It is a prize Mr 
Tudjman refuses to give up, 
although it is here in the 
capital that resentment is 
most loudly expressed 
against an organisation still 
widely seen as arrogant and 
corrupt and dominated by 
hard men from Herzegovina, 
tiie Croat nationalist part of 
western Bosnia. 

Nationwide, however, the 
HDZ remains by far the big- 
gest political force, despite a 
slow decline in overall sup- 
port from 48 per cent in 1993 
to 45 per cent in the 1995 
general- elections and 43 per 
cent in April. 

So long as Mr Tudjman 
remains at the helm as a 
Gaullist-style president who 
towers over the government, 
the HDZ, with a majority in 
parliament and a fractured 
opposition in the country at 
large, can expect to remain 
in power until the next gen- 
eral elections in 1999. Once 
he leaves the scene, how- 
ever, a fundamental re-or- 
ganisation of Croatian poli- 
tics is inevitable. 


opment and reconstruction 
and reputedly one of the 
most hard-line nationalist 
members of the Croatian 
Democratic Union (HDZ) 
government as “the minis- 
ter for ethnic cleansing”. His 
files are full of well-docu- 
mented accounts of violence 
and deliberate destruction - 
much of it after the Krajina 
was re-taken by the Croatian 
army. 

Mr Tuj man’s HDZ is a 
political movement whose 
symbiotic relationship with 
the Croatian state makes it 
more like the old communist 
party-state than a “normal" 
western -style political party. 
Its power is reinforced by 
state control over an outra- 
geously pro-government 
electronic media. 

Its infinAnrp is also magni- 
fied by an electoral system 
which ensures that votes 
wasted on smaller opposition 
parties, which fail to leap 
the 5 per cent parliamentary 
entry barrier, accrue over- 
whelmingly in favour of the 
largest party, the HDZ. 

The evolution of events 


does, however, appear to be 
moving in the direction of a 
consolidation of democracy 
and certainly towards funda- 
mental market-orientated 
reforms in the financial and 
economic sphere, although 
progress is patchy. 

For 18 months, Mr Tudj- 
man defied the voters and 
refused to accept an opposi- 
tion figure as mayor of 
Zagreb, for example. In the 
end he cobbled together a 
majority by persuading two 
Peasant party city council- 
lors to switch sides. But a 
similarly autocratic derision 
to change the name of the 
local football team from 
Dynamo to Croatia blew up 
in his face while he was 
being treated for stomach 
cancer in Washington’s Wal- 
ter Reed clinic last Novem- 
ber. 

Outraged fans, calling 
themselves the “Bad Blue 
Boys'’, after the colours of 
Dynamo, surged into 
Zagreb's main square to pro- 
test against an underhand 
attempt by the government 
to silence Radio 201, the only 


independent voice in the 
electronic media. 

The government backed 
down, promised a new 
licence and a better trans- 
mitter. But an angry Mr 
Tudjman promptly sacked 
the interior minister and 
other officials on his return 
to Zagreb. 

Politically, the HDZ. which 
is riven with factions, is 
unlikely to survive in its 
present form beyond Mr 
Tudjman. The tough 75-year- 
old president appears to be 
in good form, but be may not 
be able to complete a second 
term. The former communist 
Social Democrats are emerg- 
ing as the leaders of a still 
fragmented opposition. 

By 1999, the date of the 
next general elections, a new 
coalition of moderate nation- 
alists and free market 
reformers could well emerge 
to push for the centre 
ground and press on with 
Croatia's ambitious drive for 
entry Into the EU and Nato 
and recognition as a central 
European rather than “Bal- 
kan*' country. 


The “rosy scenario" out- 
lined hero, however, depends 
crucially on greater respect 
for human and political 
rights in a land with little 
previous experience or 
democracy and or the ability 
of economic reforms to 
underpin the creation of a 
stable, prosperous and 
responsible middle class. 

The economy is gearing up 
tor sustainable 6 to 7 per 
cent annual growth and the 
economic and corporate sec- 
tions of this survey indicate 
that reforms are indeed gath- 
ering pace. Bank and corpo- 
rate re-structuring is enter- 
ing a dynamic phase, foreign 
and domestic investment is 
rising, and the government 
is committed to legislation 
which would permit privati- 
sation of utilities and other 
assets hitherto seen by the 
nationalists as inalienable 
“crown jewels". 

The independence gamble 
seems about to pay off. but 
Croatia remains in a volatile 
area where men and events 
so often conspire to con- 
found predictions. 
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THE ECOHOMY • by Anthony Robinson 


First fruits of peace seen 


Rises of 20% in tourism receipts and 24% 
in construction output have given a 
much-needed kickstart to finances 


The seeds of Croatia's 
economic recovery were 
sown in 1993 with the start 
of a Polish-style, macro-eco- 
nomic stabilisation pro- 
gramme. It was only last 
year, when peace came, that 
the first fruits appeared. For- 
eign tourists - the main 
source of hard currency - 
returned in large numbers 
and reconstruction of war 
damage began in earnest 
A 30 per cent rise in tour- 
ist receipts and a 24 per cent 
advance in construction out- 
put were the kick-start that 
the economy needed. But the 
lower interest rates which 
resulted from returning faith 
in a handful of restructured 


hanks and three years of low 
Inflation ensured that hinds 
were available to accommo- 
date hi gh er growth and stim- 
ulate higher investment. 

There is considerable 
debate over how fast the 
economy rebounded last 
year from the traumatic 
years of war. partial occupa- 
tion and the change to a 
market economy. 

Mr Marko Skreb, governor 
of National Bank, the central 
bank, puts the figure at 7 per 
cent. Mr Zarko Miljenovic, 
chief economist at Zagre- 
backs Banka, says it was 
only 3.7 per cent. He believes 
that this is understated, but 
says negative growth contin- 


ued into the first half of last 
year and as a professional 
economist he has to make 
his calculation purely on 
official statistics. 

The problem is that Croa- 
tia, for all its new-found 
financial sophistication, has 
still not got round to prepar- 
ing an orthodox set of 
national accounts. The lack 
is being rectified. But in the 
meantime there is an ele- 
ment of guesswork and 
thumb-sucking in the pre- 
sentation of economic 
trends. 

The problem is exacer- 
bated by the high tax burden 
and heavy social charges on 
legitimate businesses. This 
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has encouraged the develop- 
ment of a substantial “paral- 
lel economy", partly fuelled 
by undeclared emigrant 
remittances and a substan- 
tial reflux of private capital 
from abroad. The govern- 
ment hopes that impending 
tax reform, especially the 
introduction of a value 
added tax next year, after a 
year's delay, will broaden 
the tax base and make eva- 
sion more difficult 

In the meantime. Mr Boris- 
lav Skegro, the deputy prime 
minister in overall charge of 
economic matters, is con- 
vinced that the official fig- 
ures significantly understate 
the “bounce-back" from war- 
depressed 1995. 

He believes that the econ- 
omy grew between 10 per 
cent and 14 per cent last 
year and is looking for “at 
least another 7 per cent 
growth” this year. "The 
recovery of Western Slavo- 
nia and the Krajina area 
made the country 35 per cent 
bigger. The reopening of oil 
and gas pipelines and road 
and rail communications 
between Zagreb and the Dal- 
matian coast had a big 
impact on economic activity, 
especially on tourism and 
construction,” he says. 

He cites a 15.8 per cent rise 
in tax revenues, a 25 per 
cent' rise in electricity pro- 
duction. higher output in the 
shipyards and other indus- 
tries, rising foreign invest- 
ment, returning foreign tour- 
ism, a strong growth in bank 


lending, a spurt of new hous- 
ing and reconstruction work 
and a big rise in capital 

goods imports to SUPPOlt hlS 
case. 

Unemployment, which he 
estimates was 30 per cent in 
1990 if socialist over-man- 
ning is included, is now half 
that level, he says, while 
real incomes are rising - 
albeit from the lows they 
plunged to in 1992 which 
were 40 per cent of pre-war 
levels. 

The “feel good” factor has 
not yet filtered down to the 
thousands of refugees camp- 
ing in the coastal hotels, or 
to workers facing a hard 
struggle to make ends meet 
on wages which are rela- 
tively high by east European 
standards but low in com- 
parison with the west Euro- 
pean prices of goods in the 
shops. 

The remaining refugees 
are due to go home to East- 
ern Slavonia and elsewhere 
this year and will be helped 
to rebuild their homes by 
the Agency for Development 
and Reconstruction. Mean- 
while, higher foreign and 
domestic investment priva- 
tisation and the general 
restructuring of industry 
and banking is helping to 
raise productivity and 
reduce unit costs. This 
allows for non-inflatlonary 
increases In real incomes, 
which were up an average 
13.6 per cent last year, com- 
pared with infla tion of about 
3.5 per cent 



Mr Franjo Lukovic. the 
president of Zagrebacks 
says that one of the 
main problems facing the 
economy is the shortage of 
competent managers able to 
carry through the introduc- 
tion of new technology and 
methods. 

Foreign analysts worry 
that the big quality gap 
between a handful of inter- 
nationally recognised compa- 
nies such as Pliva, the phar- 
maceutical company, and 
Zagrebacks Banka, with 


their international connec- 
tions and London listings, 
and the second rank. Indus- 
trial companies and banks 
now being wooed by a flood 
of foreign investment bank- 
ers, is not fully understood- . 
There is a danger of hubris 
and arrogance. . - 

In the ul timate analysis 
Croatia remains a gmai^ rel- 
atively high cost economy 
with a lot of catching up to 
do.. But there is no mistaking, 
the new-found attraction of 
Croatia for foreign investors. 


The lures include a combina- 
tion of low inflation and fis- 
cal discipline and the oppor- 
tunities opened up by an . 
increasingly credible policy 
of radical restructuring of 
key industrial and financial . 
sectors. 

What adds to credibility is 
the government's recent con- : 
version to the merits of pri- 
vatisation and partial for- 
eign: ownership of flagship 
companies as well as public 
rrtiiTtiftg and the tourism sec- 
tor. 
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firmly in control 


The fastest and most 
successful transitions to ' 
market-based economies 
throughout the former 
comm unis t world have 
depended crucially upon the 
quality of a few technocrats ' 
in key positions, 
co-operation between than 
— and strong political 
support. 

This general principle Is 
particularly apposite in 
Croatia, who* a troika of • 
young men, strongly backed 
by President Franjo 
Tudjman, have implemented 
one of the classic •. • ' ' 
stabilisation success stories 
in the region. 

The three are Bfr Borislav 
Skegro, a former economic 
adviser to the president . 
who is now the deputy 
prime minister with 
overall responsibility for 
economic reform; Mr Marko 
Skreb. president.of the 
National Bank of Croatia; 
and Mr Bozo Prka, the 


finance minister: 

- These three, all in their - 
early forties, ehjoy a dose 
working relationship and : 
have transformed the 
prospects of what in 1993. 
was a war-torn and 
partially-occupied country 
■ suffering from 
hyper inflation- and a 
catastrophic fall in living 
standards. 

. . Mach remains to be done 
in bank and enterprise 
restructuring and raising 
the overall quality Of 
management But the list of 
macro-econ omiE • 
achievemoit is already a 

long one. 

It includes the successful 
introduction of a stable 
national, currency, the 
kuna, in May 1994: three . 
years of Maastricht- 
compatible budget deficit 
and inflation levels; 
investment grade ratings 
from international rating . 
agencies; a London listing 


for Pliva and Zagrebacks 
Banka; a successful $300m 
debut for Croatia’s first 
sovereign euro-Joan • 
followed by a spate of 
c o rpor ate borrowings; . 
on-going programmes with 
the IMF. World Bank and • 
EBRD; and rising foreign 
direct, and portfolio 
investment. 

Given the unpromising •' 

starting point, Croatia’s - 
macro-economic . 
performance ranks ■' 
alongside the pioneering 
stabilisation imigi rnninp 
introduced by Poland's 
LeszekBaleerowicztn 1990 
and Hungary's 1995-6 recoil 
and recovery from an . 
impending Mexican-style . 
domestic and foreign debt 
crisis. 

Hie Hungarian case is 
particularly relevant. 

Mr Gyorgy Surahyi, the 
governor of Hungary's 
central hank, in tandem 
with the finance minister. 



Mr Lajos Bobros, was able 
to switch resources from 
consumption to exports and 
debt repayment and 
accelerate prfvatisation. 
They were able to do ‘ 
tins because of the . 
unflinching support of the 
prime minister, Mr Gyula 
Horn, even though Mr Horn 
had been elected with a - 
mandate to ease, not 
amplify, the pain of 
structural reforms. 


The Croatian troika ' 
received similar support 
from President Tudjman, 
who is a military historian, 
not an economist - 
His political support for a 
stable currency and a solid, 
nan-inflationary base for its 
future economic 
development is likely to 
have as profound an effect 
on the long-term evolution 
of Croatia into a “normal” - 
central European country as 


the creation of an army . i V 
capable erf regainin g and 
defending Croatian '• 
territory. . * 

That sup p ort has also 
been forthcoming in the 
struggle between the , 
ultra-nationalist wing of the 
the ruling HDZ, whicb 
resisted privatisation of . 
Croatia’s “crown jewels”:-, 
and the technocratic wing. ' . 

The latter argued 
successfully that Croatia's - 


long-term future was 
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poduzeCe 

W LUKA PLOCE 

ploCe 

THE CROATIAN PORT IS OF SPECIAL 
IMPORTANCE FOR THE ECONOMY 
OF BOSNIA AND HERCEGOVINA 

The Port of Ploce is situated in the southern part of the Adriatic Coast at the position 
of 43 B 03 a N latitude and 17 9 26 E longitude, and is the second largest Croatian port. 

Because of its good position and good rail and road connections, it is the most 
important port for the countries in its gravitational area including Bosnia and 
Hercegovina that has 90% of its international overseas interchange of goods through 
Ploce, part of Croatia, part of Yugoslavia, Hungary, Slovakia and Czech Republic. 

The port area is on 230 hectares, which houses the port capacities that make it an 
universal port for the reloading of bulk, loose, general and liquid cargoes in a range 
of 5,5 million tons of reloaded cargo per year. 

The port of Ploce has: The Port of Ploce intends to build: 


• bulk freight terminal • new bulk cargo terminal 

- dry bulk cargo terminal - container terminal 

• wood transit terminal - liquid gas fLPGj terminal 

• hydrated alumina terminal • refrigerated facility 

• petrol coke terminal 

- liquid load handling terminal 

• slag and bulk cement terminal 

- general cargo terminal with 
sufficient areas of closed and open 
storage space 

• adequate port equipment and 
mechanization 

• airport for smaller aircraft 

More than 100 hectares of area have been reserved for the development of activities 
of the Free zone that exist in the port. The Port of Ploce is an open and interesting 
port for all manufacturers, merchants, investors and other business partners. 

LUKA PLOCE 

Tig kralja Tomislava 21 
20340 PLOCE. CROATIA 
tel+ 385 20 67 96 01/67 92 23/67 90 23/67 97 07 
Fax +385 20 67 98 36/67 90 39 
Emai kluka-pIoce@diuel.hr 


THE FARE PARTNERS 
Tour Business Advisor 
in Croatia 

Our Anglo-Belgian consulting firm settled 
in Croatia 6 years ago, at the very beginning 
of the privatisation process. We provide our 
clients with in-depth knowledge of the Croatian 
economy combined with top quality advice In 
areas such as: 

• feasibility studies 

• market surveys 

• joint venture 

• privatisation 

• mergers and acquisitions 

Our sister company CEUFIN BROKERS is one of 
the leading members of the Zagreb stock 
exchange. 

FOR MORE INFORMATION PLEASE CONTACT 

Croatia: fvaa Hren +385 1 5X14 730 • 

Bezuss JuBette Raotd-DBval +322 648 15 40 

England: Beatrix UngSahh +4417324SS7W 

Argentina: Alejandro Maxchftnma Fare^+M 1 312-3519 

This advertisement is directed to Professional investors only 


When westing in the land of opportunities 
>om should look for opportune makers. 

O KAPTOL’ 

investment company 

Croatia's first investment fund manager. 

Services uv offer: investment fund management, 
brokerage, portfutio management, company evaluation 

and analysis, consultancy services. 

Address: Malsimirsba 120, 10000 Zagreb. Croatia 
Phone: +_*(5 7 -23 91 916. 23 9! 91 7 
fax *385 1-2335880 

O KAPTOL' BANKA 

Thu aAemscnmu is dtmial to pmfesstamd uwcaots only. 


In course of time, most things 
diange just to keep up the qua% 7 . 
We're changing to become better 



The financial restructuring of Prwredna banka Zagreb duL, as the one of ■ 
the country's largest banks, is about to be finished and unit consolidate the 
position and the role of the Bank in providing the main support for leading 
Croatian companies. . ■» 

The process of privatization, has opened up tremendous opportunities for ' 
investment in the Croatian economy. 

Through our well developed network of more than 200 brandies andofftces 
throughout Croatia we are able to provide both wide and effective market > 
cover. In this way, we supply the best service and support for alt 
entrepreneurial projects associated with the Croatian economy, in their- " 

concept, organisation, management and supervision. *;i 

We are fully cognizant of the fact that 

successful business operations demand pdivdc " • 1 C • 

a sound basis of support. . * ^ 

We stand ever ready to provide that for you. ZAG REB HU ifSL 

WE KNOW THE LAND. VE KNOW THE ra^LE. AND WE KNOW THE BIM*jE5S: ' ' • 


HEAD O/TICE.- Ra&v&o. 10000 ZflCTkQoflga* f»tw« i/ Hc/im, . c_ ,.,.i J_ _ , - 
IN7ESN«TONA1 Mlttma ilOKO Cm* ' 

MMUNC, IttW&pA ■ fta. _ 3SJ 
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wants’ 


Reconciliation is 
seen by some as 
just a dream of 
the western 
mediators 

Mrs ' Ljuba Cubrilo 
contemplates life as an eter- 
nal refugee with two chil- 
dren to feed on bread, jam 
and lard. "We are like 
Kurds," she says. “Nobody 
wants ns.” 

She survives on Red Cross 
rations in the war-damaged 
house of a Croatian family 
she has never met She is 
one of about 50,000 Serbs 
Who were driven eastwards 
by Croatian offensives in the 
summer of 1935, and took 
refuge in the still Serb-occu- 
pied pasture! an ds of Croa- 
tia's Eastern Slavonia on the 
borders with Serbia and 
Hungary. 

But that Serb dominance 
is coming to an end. Like 
many others she is getting 
ready to leave, just as some 
80.000 Croats who were 
expelled westwards, deeper 
into Croatia, by the Serb- 
dominated Yugoslav 
People’s Army in late 1991, 
are preparing to return to 
Eastern Slavonia to reclaim 
their homes. 

Once one of the richest 
areas of former Yugoslavia, 


thanks to thick aDnvia] soil 
and oilfields, Eastern Slavo- 
nia Is still riddled with-up to 
lm mines, while towns and 
villages lie devastated by the 
Yugoslav army's heavy bom- 
bardment in ,1991. Mass 
graves are a reminder of the 
atrocities committed by both 
sides when neighbour fought 
neighbour. 

The region and its 120,000 
inhabitants have been under 
temporary UN administra- 
tion since January 1996, but 
will return to fall control of 
the Croatian government at 
a date to be set by the UN 
Security Council in June. 
The current UN mandate 
expires an July 15, but a mis- 
sion will remain for a~~fur- 
ther six months, during 
which time the 5.500 UN 
peacekeepers will withdraw, 
leaving behind just interna- 
tional observers. 

Croatia's president, Mr 
Franjo . Tudjman, has 
pledged that the original 
7 0,000 or so Serb inhabitants 
of Eastern Slavonia can 
remain if they become Cro- 
atian citizens, while refugees 
such as Mrs Cubrilo may 
return to their homes in 
nearby Western Slavonia 
and Krajina. • 

The international commu- 
nity has made clear to the 
nationalist government ’ in 
Zagreb that Croatia’s inte- 


gration with the European 
Union and Nato depends in 
part an a peaceful return of 
refugees and establishment 
of a tolerant,, multi-ethnic 
state. ' 

This is the year of coming 
bade and reconciliation of all 
Croatian citizens . to; live 
together in peace, democracy 
and wealth,", Mr Tudjman 
said in April on the eve of 
local elections throughout 
Croatia, including Eastern 
Slavonia. "These elections 
represent the start of Serbs 
peacefully becoming equal 
citizens at Croatia. 1 call oh 
all Croatian citizens to heal 
the wounds of the past" 

But for some refugees, 
who have already met with a 
concerted campaign of intim- 
idation and attacks on 
attempting to return to Krai- 
ina and Western Slavonia, 
reconciliation is just a 
dream of western mediators 
and empty words by Cro- 
atian leaders. 

“TO live in a tent or in a 
park if I have to in Serbia. 
We’ve lost everything," says 
Mrs Cubrilo. “No reconcilia- 
tion Is ever possible. They 
should solve it all for ever so 
we don’t have to share the 
same bread. We lived in 
Tito’s Croatia. But we can't 
live in Tudi man’s Croatia.” 

. Mr Ivan Cicak, president 
of the Helsinki Committee 


far Human Eights izt Croa- 
tia, also doubts Mr Tudi- 
man’fl commitment to his 
public pledges. “In most 
cities and towns throughout 
the reclaimed territory, 
.there is a. strong ^rnjmig Ti 
against the return of private 
property to theix rightful 
owners, and pressure and 
threats are being used to 
scare and drive away the 
remaining Serb population,” 
he said in a letter to Mr 
Tudjman on April 11. 

Mr Jacques Klein, the 
major-general in charge of 
the UN Transitional Admin- 
istration for Eastern Slavo- 
nia (UNTAJSS), recently vis- 
ited Krajina, and h P 1f l talks 
with Croatian officials in 
Washington to drive home 
the message that the return 
of refugees must be a 
two-way process. 

Returning Eastern Slavo- 
nia to full Croatian sover- 
eignty has already begun. 
Croatia's kuna became the 
official currency in the 
region in mid-May, replacing 
the dinar. Post offices now 
sell Croatian stamps, and 
courts will operate under 
Croatian law an June l. Con- 
tracts and pensions for Serb 
workers in state utilities 
have been negotiated by 
UNTAES. 

In late May. Croatian offi- 
cials are due to travel to the 
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Steely diplomat wins 



UN administrator 
sees ‘so much 
hate and 
hostility’ on both 
sides 


With his thick agar and air 
force bomber jacket. 
General Jacques Klein may 
resemble a modern-day . 
Pattern bathe Is also a.' 
steely diplomat with a 
passionate wspritmentto. 
help recreate d peaceful, 
mufti-ethnic society to ' 
Eastern Slavonia. 

Gen Klein, a 

mafor-general in the US Air 
Force Reserve who spent 
much of his career in the 
state department; combines 
the toughness of a military 
man with the willingness to 
spend countless hours 
nego dating the details 
of how to reintegrate 
about 80.000 Serbs, 
Hungarians, Germans and 
other minorities into 
a newly-mdependent 
Croatia. 

Gen Klein recognises In 
the fertile hut war-tom 
farmlands of Eastern 
Slavonia the suffering that 
his own family, went 
through in Alsace in the 
second world war. 

Just as that fiercely 
contested region is now a 
symbol of Franco-German 
rapprochement, his task as 
the UN transitional 
administrator since . 
January 1996 has been 
to bring about the potential 
for reconciliation in 
Eastern Slavonia, where 
tens of thousands of 
Croatian families will 
soon return to the homes 
they fled under 
bombardmeftt by the Serbs 
in 1991- 

“Each side has to leash 
its own dogs — extremists 
on both sides. But there is 
still so much hate and 
hostility,” he says. “The 
war ended just 18 months 
ago. It’s like asking for 

Franco-German 
rapprochement hi 1946. It’s 
not easy." 

Backed by a powerfully 
equipped multinational 
force of 5,500 Gen Klein 
started by evicting a 
convoy of armour and 
heavy weapons back into 
neighbouring Serbia and 

expelling Serb 

par amilitar ies from 



rained baroque town of Vuk- 
ovar on the banks of the 
Danube to hold talks with 
Serbs on establishing the 
municipal council. The rul- 
ing Croatian Democratic 
Union (HDZ) and the Serb 
alliance both won 12 seats, 
while a hardline nationalist 
Croat party took two. 
Despite the lingering bitter- 
ness and mistrust local 
observers do not rule out 
co-operation between the 
HDZ and the Serbs to 
exclude the extremists. 

Under Mr Klein’s 
no-nonsense leadership 
UNTAES has scored signifi- 
cant successes in securing 
guarantees for the Serbs 
who choose to remain. Two 
deputy governors in the 
region and four assistant 
ministers in Zagreb wfD be 
Serbs. The Croats have also 
guaranteed that almost half 
the region's police force win 
he made up of Serbs and 
other e thnic minorities. The 
April 13 elections began in 
administrative chaos, but at 
the end of two days a high 
turnout had been assured 
and Mr Kitirt declared the 
polls free and fair. Serbs won 
majorities in 11 of 28 local 
councils. 

Zagreb and Belgrade have, 
however, so far failed to 
reach agreement on two cru- 
cial — dual nationality 
for the Serbs of Eastern Sla- 
vonia, and making the area 
and a 15-km swath of Serb- 
ia's borderlands a demilitar- 
ised zone. 

No one knows bow many 
Serbs will choose to stay. 
They feel betrayed by Serb- 
ia's president, Mr Slobodan 
Milosevic, and realise their 
fate is tied up with the state 
of fixture relations between 
Serbia and Croatia and the 
will of both sides to rein in 
nationalist extremists. Serb 
sources say the two presi- 
dents have struck a secret 
deal to allow Serbs to remain 
in Eastern Slavonia, while 
only a few of the 200,000 who 
fled Krajina and western Sla- 
vonia will be allowed back 
by Mr Tudjman 's govern- 
ment 

“We axe small rusty cogs 
in a big rusty machine," said 
a local Serb shopkeeper. 
“Our future is out of our 
hands." 


The bank 


in Croatia 


The Bank’s headquarters is in Osijek, 

31 000 Osijek, Setaliste kardinala Franje Sepera 12 
telephone 031/145-944; 145-581 fax 145-595 

Foreign Currency Board 

10 000 Zagreb, Savska cesta 41/1 
telephone 01/6121-447; 6121-544; fax 01/6176669 


Branch Offices 


31 000 Osijek, 

telephone 031/124-128; fax 124-546 

10 000 Zagreb 

telephone 01 /61 21 -650; fax 428-709 
51000 Rijeka 

telephone 051/215-316; fax 333-105 

21 000 Sprit 

telephone 021/357-428; fax 357-426 
52 440 Porec, 

telephone 052/452-561 ; fax 452-567 


32000 Vlnkovcl 

telephone 032/334-460; fax 334-461 


31 400 Djakovo 

telephone 031/813-760; fax 813-762 

23 400 Knin 
telephone 023/560-366 

51 410Opatija 

telephone 051/271-841 fax 271-237 
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Gen Jacques KMk ‘Each aide has to leash Its own dogs’ 


Croatia's oilfields. 

A boy-back programme 
succeeded to' taking large 
quantities of arms and 
ammunition oxrt of ■ 
circulation, although the 
UN admits many Serbs stfll 
have weapons hidden at 
home. ■ ■ 

Infras tr u ctur e has been 
reintegrated into Croatia * 
and Serbs have guarantees 
of jobs and p ens i on s 
in Croatian state 
utilities. 

More important however, 
are the assurances of 
political and cultural rights 
for Serbs that Gen Klein 
negotiated with Mr Franjo 
Tudjman, Croatia’s 
president. 

“We’ve given people a 
package they need for their 
dignity add fatura The 
goal is to have people 
feeling part of the system, 
inside looking out, not 
outside looking in,” he 
sqys. 

“We’re almost Hke a law 
firm The c o rpor a tion has 
tollen apart, leaving a 
whole range of assets and 
human interests that have 
to be redefined.” 

Gen Klein recognises that 
unlike the ill-fated 
UNPROFQR mission in 
Bosnia or the uncertainty 
surrounding the Italian-led 
multinational force in 
Albania, his task was made 
easier by the framework, of 
a solid agreement between 


President Tudjman and 
Serbian President Slobodan 
Milosevic to return eastern 
Slavonia to Croatian rule. 

“This mission could never 
succeed without the 
support of the two 
presidents. Milosevic 
doesn't really want more 
Serbs coming across the 
river. They are an economic 
albatross and an 
embarrassing reminder of 
failed polities,” Gen Klein 
says. 

Reconciliation does not 

mean, covering up the past, 
however. The general’s 
forces helped toe war 
crimes tribunal based in 
ibeBague exhume a mass 
grave in Ovcara, where 
Serbs had dumped the 
bodies of about 200 Croats 
token tram Vukovar 
hospital and executed in 
November 1991. But with 
characteristic sensitivity 
Gen Klein also organised a 
memorial service conducted 
by a Roman Catholic bishop 
and attended by relatives of 
the victims at the gravesite. 

Gen Klein’s toughest task 
was to organise local 
elections in eastern 
Slavonia on April 18 and 
persuade reluctant and 
hardline Serb leaders to 
take part. 

The polls got off to a 
disastrous start when the 
Croatian authorities toiled 
to deliver enough ballot 
papers and correct voting 


C*k«x F Mnu ai Mu 

lists. Gen Klein was 
Immediately on the phone 
to Zagreb and the regional 
government to Osijek to 
secure an agreement to 
extend voting into a second 
day. He then tonred polling 
stations in toe area, urging 
crowds of frustrated Serbs 
to be patient “Everyone 
who wants to vote will get 
the chance to vote,” he said 
repeatedly. 

In the end the turnout 
was high and Gen Klein 
declared that the elections, 
closely monitored by 
international observers, 
had passed muster. 

He hopes to hand over 
executive authority to toe 
Croatian government on 
July 15 and then start to 
pull out his troops by the 
January 15 1998 deadline of 
his UN mission. 

■ The burly general is fond 
of pointing out that toe 
fanners are planting their 
fields and children are 
going to school. Only an 
estimated 10 per cent of toe 
Serbs in Eastern Slavonia 
have left so far. 

But as one local 
journalist pointed out, the 
true test of the UN’s 
achievements will come 
this summer - at the aid of 
the school year, after the 
harvest and after the first 
few months of Croatian 
rule. 

Guy Dinmore 
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On this and the following page FT writers looks at core Croatian companies and banks in the throes of restuctun/jjj -m;. > 


BANKING • by Anthony Robinson 


A whiff of fresh air 


Entry of foreign 
banks is a 
testament to the 
credibility of 
the kuna 

The legacy of Croatia’s 
Titoist past and its idiosyn- 
cratic “socialist self-manage- 
ment system 1 * includes a 
plethora of banks. There are 
63, of which the main ones 
used to be owned by their 

main debtors and clients. 

But two banks alone - 
ZagrebaCks Banka (ZB) and 
Privredna Banka Zagreb 
(PBZ) - account for about 60 
per cent of the country's 
banking business. The next 
seven banks in order of size 
and importance are all 
regional banks. The rest are 
mainly small, under-capital- 
ised private h anks and - in a 
recent development - six 
new foreign banks. 

The entry of foreign banks 
- the latest is Bank Austria, 
in Zagreb - is a testament to 
the growing credibility of 
the Croatian kuna and the 
growing trade and business 
links with Austria and other 
neighbours. 

Emigrant remittances, 
worth more than $500m a 
year, a large diaspora and 
millions of gastarbeiter in 
Germany and elsewhere 
have left a tradition of keep- 
ing savings either in foreign 
accounts or in foreign banks 
in neighbouring countries. 

Working abroad and deal- 
ing with millions of foreign 
tourists have given Croa- 
tians a taste for western 
banking standards and hard 
currency accounts. The 
desire to keep savings in for- 
eign banks was enhanced by 
the hyper-inflationary ten- 
dency of the former Yugo- 
slav dinar and the political 
risk of holding even hard 
currency accounts in the 
country. 

These risks were dramatic- 
ally underlined when the 
Belgrade-based Federal 
Yugoslav central bank 
hijacked hard currency 


accounts in 1991. This led to 
the freezing of hard currency 
accounts throughout farmer 
Yugoslavia and dealt a terri- 
ble blow to the initial credi- 
bility of all the commercial 
banks which emerged in the 
newly Independent repub- 
lics. 

The Croatian government 
decided to deal with the 
problem by treating these 
blocked accounts, which 
totalled $3-5bn in 1991, as 
part of the national debt. It 
Issued two series of 10-year, 
interest bearing bonds which 
are traded on the Zagreb 
stock exchange. It also 
allowed funds in frozen 
accounts to be partly used to 
buy flats or privatised 
assets. Only $L4bn remains 
blocked and these funds are 
expected to be unfrozen in 
the next few months. 

Meanwhile, three years of 
exchange rate stability and 
low inna tion, combined with 
positive real interest rates 
on kuna and new foreign 
currency deposits, have been 
accompanied by big efforts 
to Improve the efficiency 
and transparency of the best 
Croatian banks. A state- 
backed restructuring pro- 
gramme is tackling the bad 
debt and other problems of 
the former socialist banks. 

Restructuring started in 
1994, when the National 
Bank of Croatia selected Pri- 
vredna Banka and three 
regional b anks - Rijeka 
Banka, Splitska Banka and 
Slavonska Banka - to be be 
put in the hands of a new 
State Agency for Deposit 
Insurance and Bank Rehabil- 
itation. 

The combination of macro- 
economic stability and 
restructuring has improved 
the attractiveness of Cro- 
atian banks and farced for- 
eign banks to seek business 
inside the country rather 
than “offshore". 

Croatia's increasingly self- 
confident monetary and 
banking authorities believe 
that the entry of foreign 
h anks will farther stimulate 
competition. Only those Cro- 


atian banks able to make 
good use of their natural 
advantages and client net- 
works and improve the qual- 
ity and range of their ser- 
vices will survive. 

Just how many survive 
the Darwinian struggle 
ahead Is problematical. But 
Zagre backs Banka, headed 
by Afr Franjo Lukovic, is vir- 
tually guaranteed to be one 
of them. Ten per cent of its 
equity was sold to foreign 
investors through an issue of 
global depository receipts 
(GDRs) last year and the 
shares are quoted in London 
and Zagreb. The issue 
proved so successful that for- 
eign portfolio investors have 
since picked up another 20 
per cent on the Zagreb Stock 
Exchange, helping to boost 
the bank's share price six- 
fold last year. 

A big attraction to inves- 
tors is the bank’s 11 per cent 


stake in the Pliva pharma- 
ceutical company, whose 
London and Zagreb quoted 
shares also septupled in 
value last year. ZB is also 
Pliva’s main hanker and Mr 
Lukovic enjoys a close work- 
ing relationship with Mr 
Zeljko “Covfa, the president 
of Pliva. 

Close links between ZB 
and Pliva have created a 
powerful, majority Croatian- 
owned but internationally 
open financial and high-tech 
industrial dynamo at the 
heart of the Croatian econ- 
omy. 

Until now the economy 
has paid a high price for its 
Inefficient banks, through 
wide spreads between bor- 
rowing and lending rates 
which resulted In prohibi- 
tively high interest rates 
generally. Those spreads are 
narrowing fast, encouraging 
investment hut further 





Safe haven 
in the hills 






Star pet (miner s : Franjo Lukovid (ZajrebaGks Banka) .and, right, 
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threatening the survival of 
the smaller banks. 

“Domestic lending rates 
are now only 1 per cent to 2 
per cent higher than the cost 
of foreign loans compared 
with 5 per cent to 7 per cent 
last year. Spreads have also 
narrowed sharply, although 
our lending rates at between 
9 per cent to 14 per cent 
depending on maturity and 
the client are half last year’s 
rates,” Mr Lukovid says. 

As for consolidation, Mr 


Marko Skreb. the governor 
of the National Bank of 
Croatia, says this is inevita- 
ble. But with the current cri- 
sis m the Czech banking sys- 
tem and the virtual collapse 
of the banking system in 
Albania and Bulgaria In 
mind, he underlines that 
everything is to place to pre- 
vent bank closures or merg- 
ers creating systemic risk to 
a banking industry which is 
being profoundly restruc- 
tured and modernised. 
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Propped up to go private 


For decades, Privredna 
Banka Zagreb (PBZ) was the 
biggest and most powerful 
bank to Croatia. But it 
proved unable to match the 
reforming zeal of 
ZagrebaCks Ranks, which 
started to res tructure itself 
into a western-style 
commercial bank to 1992. 

PBZ owed its prominence 
under the old regime to its 
role as investment banker 
and foreign fond raiser on 
behalf of its former 
shareholder/clients such as 
INA the farmer Yugoslav oil 
company, and Croatia's 
shipyards, engineering 
companies, tourist facilities 
and other state /self 
managing entities. 

The collapse of the old 
system left the bank saddled 
with a terrible legacy of bad 
debts, including those 
remaining from the collapse 
of INA’s joint venture with 


Dow Chemical in the early 
1980s. Its bad debts 
multiplied during the war, 
when it con tinned to credit 
enterprises in the war zones. 
On the asset side, however, 
no other bank had such a 
close relationship with the 
ruling party - initially the 
Co mmunis t party «nd then 
the HDZ - or with so much 
of the Croatian economy. No 
other bank boasted so many 
retail branches and client 
accounts. Essentially, it was 
the classic case of a bank 
too big to be allowed to fail. 

The decision to include 
PBZ in the res tr uct ur ing 
process sent a powerful 
signal to domestic and 
foreign investors that the 
government was serious 
about economic reform 
generally. For res tru ct u r in g 
PBZ meant re s truc turi ng 
the debts of the state-owned 
companies which were both 


its clients and its owners. 

Strengthening the 
commercial banks is 
supported by the European 
Bank for Reconstruction 
and Development, which has 
extended credit Unes to ZB, 
to VaraMtoska Haulm anil 
several other banks and 
taken a 20 per emit equity 
stake in Bank Austria. 
Re stru c tu ring is also 
supported financially and 
technically by the World 
Bank, which earlier this 
month approved a $97m 
financial adjustment loan 
(Fesal). 

The main instrument of 
restructuring, however, is 
the new Rehabilitation 
Agency, whose first task 
was to put new management 
teams into the four banks 
elected for restructurin g. 

“The priority task of the 
new managers was to 
stabilise the liquidity 
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Almost every Croatian 
kitchen contains a packet of 
Vegeta, a seasoning invented 
in the 1950s to add flavour to 
a dull socialist diet and now 
increasingly papular in Hun- 
gary and the Czech Republic. 

Vegeta is the flagship 
brand of Podravka, the big- 
gest Croatian food processor. 
Its savoury aroma drifts up 
from the production line at 
the main plant In' Kopriv- 
nica, near Zagreb, and into 
the offices of senior manag- 
ers, who are restructuring 
the lossmaking holding 
group with the help of 
Arthur D. Little, the interna- 
tional management consul- 
tant. 


Seeking shelf space for exports 


Mr Zvonimir Majdancic, 
Podravka’s chairman, says: 
“We have to focus on core 
businesses. Take Vegeta: it's 
our top-selling brand but we 
don't have the production 
capacity to meet more than 
30 per cent of demand out- 
side Croatia.” 

Podravka will also try to 
boost exports in three prod- 
uct categories that could 
find shelf space m western 
European supermarkets. 
“The market research shows 
our dehydrated soups. Infant 
foods and cake mixes are 


competitive on both quality 
and price," says Mr Majdan- 
cic. 

Podravka has until 
recently followed the social- 
ist-era practice of trying to 
improve production across 
the board without taking 
consumer preferences into 
account. Podravka makes 
about 600 products at 29 
plants around Croatia, from 
canned meats and vegetables 
to mineral water and horse- 
radish sauce. 

It diversified into pharma- 
ceuticals shortly before state 


funding for industrial expan- 
sion dried up in the early 
1980s. Belupo, the group’s 
pharmaceuticals company, 
produces veterinary drugs to 
supply the animal hus- 
bandry division and yeast 
for Podravka' s brewing com- 
pany, but could never have 
competed with Pliva, the 
pharmaceuticals giant. 

Pannonia Brewery, the 
group's beermaker. is close 
to completing a DM 100m 
plant to produce Tuborg 
under licence. 

Last year. Podravka posted 


losses of about K150m on 
sales of K2.2bEL Exports to 
central and eastern Europe 
accounted far about 30 per 
cent of sales, to a large 
extent replacing shrinking 
markets in the rest of former 
Yugoslavia, 

Mr Majdancic says Povdr- 
avka is projected to make 
profits of about K30Om this 
year as a result of shedding 
four lossmaking subsidiaries 
last year and reducing 
labour costs through volun- 
tary redundancies. 

Podravka has about 20,000 



3 

CQ 



Following the centuries old tradition of banking in Dubrovnik, 

( The St. Blaise Bank was established in 1 674 } 

DUBR0VACKA BANKA has been the leading financial institution 
in the south-east region of Croatia. 

DUBR0VACKA BANKA has been performing ''■■■■■■. - ; . 
all kinds of banking transactions " ; \ 

inland and abroad ; ; N 

with the established correspondent relationship with ' : ' \ 

most leading world banks. ■■■■ 

DUBR0VACKA BANKA is your reliable banking partner- 
especially for most interesting investments 

in hotels reconstruction, tourism V;; ; 

in the area of Dubrovnik ^ 


3 

t 

P4 

PQ 

Q 



.-*jV 


Put Repubflke 9, 20000 DUBROVNIK - CROATIA 
taL- +385 1 20 / 431-386. fex_- +385 / 20 1 411-035 
e-mal: dubanfc@aus.hr URL' HTTP: //WWW. LAU5. HR / DU8ANK 



ISO 9001, ISO 


ZADRAVEC d.o.o. Brokerage Company 




We are a young and dynamically developing company that can 
successfully guide you through the Croatian Capital Market, and 
provide all services connected to trade with securities on the 
Zagreb Stock Exchange. 

For further information pb. contact Ksenija Podge rmk ore 
Teh 00385 1 431 7H 

Tel/Fax: 00385 1 271320 
Email address zadravec0zg-teLhr 
Address Croatia, 10000 Zagivb, Medulkeva 11 

This sd mtsemenl jg directed to Itofeuiona] Investore only 


CENTRAL EUROPE 
EXPRESS 

Business, Trade, Economics & Finance 
of Central Europe & The Balkans 

FAX UK + (0)1600 890774 
For Free Sample Issue 


situation and staunch the 
losses from bad loans,” says 
Mr Ivan Tomljenovic, a 
senior agency official. “Once 
the haemorrhaging was 
staunched the bad loans 
were transfered to the 
agency for collection. The 
agency then covered the 
losses and re-capitalised the 
banks,” AH the restructured 
banks are now cutting costs, 
and seeking strategic 
investors. 

In FEZ’S case the agency 
'issued bonds worth Kl,463m 
to cover losses and 
recapitalise up to the Bank 
for International 
Settlements 8 per cent 
capital adequacy leveL The 
agency now owns 83 per 
cent of a bank whose 
destiny - shared with the 
other three banks - will be 
privatisation. 

Anthony Robinson 
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shareholders who acquired 
52 per cent of the group's 
equity as a result of privati- 
sation. They include most of 
the 8,000«trong workforce - 
who were each allowed to 
buy shares with a face value 
of up to DM20,000 with pay- 
ment being made to Instal- 
ments - and Croatian war 
veterans, who received free 
shares. 

Recent lively trading in 
Podravka shares on Zagreb’s 
over-the-counter market 
reflects investors’ hopes that 
the group can emulate Pli- 
va's achievement of a Lon- 
don listing. 


Kerin Hope 


Tucked away near the 
bonier with Hungary,, amid 
fert flp farmlaod.and 
wooded hills, the baroque 

city of Varazdln suffered 
fewer of the devastating 
consequences of war. 
and hyper-inflation 
in the early 1990s 
than other parts of Croatia. 

Resourceful managers at 
Varazdtoska Bank, a 
regional concern based 
in the city, were quick 
to identity a business • . - 
opportunity in the conflict 
in Eastern Slavonia, where 
f ighting between Groats on 
the one side and Serbs 
backed by the Yugoslav 
army on the other 
triggered a massive flight of 
refagees. 

Because Varazdin was 
seen as a safe haven, the 
. h ank succeeded in attracting 
funds that panic-stricken 
depositors would otherwise 
have transferred to banks in 
Austria, says Mr Bozdar 
Grobotek. director of 
Varazdinska's international 
division. 

H We went after customers 
who were taking funds out 
of what had become a war. 
zone, and it paid off Instead 
of just surviving in the 
difficult years, the bank 
managed to increase its 
deposit base,” Mr Grobotek 
says. 

Varazdinska’s other 
advantage over competitors 
i among medium-sized 
Croatian banks is the 
relatively small percentage 
of non-performing assets on 
its books.. 

Because the regional 
economy is based bn trade 
and export-oriented light 
manufacturing, the bank’s 
customers. included few of 
the large. loss-making 
companies whose 
accumulated debts under 
socialism still plague 
Croatia's habiting sector. 

“We had a conservative 
credit risk policy in 
the 1980s, "says Mr 
Grobotek. “We also learned 
skills that hanks in 
other regions were, not 
able to because 
Varazdinska’s customers 
were exporting to western 
Europe rather than the 
Soviet Union, and Comecon 
countries." ' . . 

Last year, the European 
Bank for Reconstruction and 
Development {EBRD) took a 
10 per cent stake to 
Varazdtoska, its first equity 
participation in a Croatian 
bank. 

The EBRD is now 
financing a restructuring 
being carried out with 
the help of Arthur Andersen, 
the international 
consultants. 

The reorganisation will • 
mark an important stage in 


Varazdinska's plan to follow/ 
the example of Zagrebafcks 
Bank, Croatia's bigjest ., . 
bank, and gain-a listing on ,■ 
the Londcar stock exchange 
through a global .depositary ; J ; 

. receipt issue. . perhaps early i_. 
in 1998.’ -, 

Varazdtoska was officially 
listed last month <m the . 
aniflii Zagreb, bourse after - vr 
completing a one-for-100 . 
share split intended to boost, 

. liquidity and make its shares 
more marketable: . 

- “At £42,000 per share on , . 
the unofficial overithe • 
counter market, our shares " 
had become Inaccessible to ' 
many investors,” Mr 
Cfrobotek says.. - ... 

The bank raised after-tax: 
profits last ybar by 75 per 
cent to K28m, largely 
through increased fees and - 
commissions. Deposits grew. 
by. 35 per cent to K1.09bn 
while lending was up SO per - . 
cent to K620.9m. " 

. . Retail deposits, are still the 
bank’s source of 
funds, while borrowers 
include about 300 corporate 
customers, mainly local food •• . 
and timber processors and v 
textile producers. 

Varazdinska’s ambitious - - 
b usiness plan calls for 
doubling assets to K3bn over 
the next five years but • 
to achieve this goal it 
will have expand beyond 
its current operating radius 
of about 100km around ' - 

Mr Grobotek says the 
bank has started to gain 
customers from outside the . 
region by offering 
longer-term loans and lower ■ 
interest rates than its 
compel! tors„ Loans for 
working capital are at 12 to 
14 per cent, compared with 
more than 20 per cent for . 
similar-sized banks in other 
regions. 

New customers, indude 
“some very healthy 
corporate clients" from * 

Rijeka and Split, the biggest 
Adriatic coastal cities, where 
Varazdtoska plans to open . 
new branches this year, he . 
says'. ' ’ ; 

With consolidation 
Imminent in. Croatia’s 
over-crowded banking 
sector, in which more than 
GO commercial banks serve a 
population ofabout 4-5m, 
Varazdtoska is seeking a . ’ 
merger with a southern 
Croatian bank involved with 
tourism that would 
complement its own - 
activities. One possible 
partner according to Zagreb . 
bankers would be 
Dalmattoska Bank, a 
successful regional bank 
based in the popular 
Adriatic tourist resortof, • 
Zadar. . - 
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Serious focus on old problem 


-jv. . •; 


Nothing Illustrates the turnaround 
in foreign perceptions oftfNA), the 
Croatian oil and gas company, more 
than the signature in Zagreb earlier 
this month of ft $l5Qm, five-year 
syndicated “bullet" Joan to the 
company at only 87.5 basis points 
over Libor. . 

What made the loan possible to 
the hitherto hopelessly indebted 
company was a government decision 
last year to tackle head-on the 
interlinked debt and managerial 
problems of Privredna Banka. 
Zagreb. Croatia’s second-largest ■ 
bank, and INA, which used to be its 
largest bad debtor. 

ThepoliticaUy-fraught decision, 
whi ch culminated in the sacking of 
INA’s previous senior management 
and the transfer of most of INA’s 
debts from Privredna Banka to the 
government's Bank Rehabilitation 
Agency, cut the Gordian knot which 
had prevented both the root and 
branch restructuring of INA and the 
re-building of the banking system. 
Now both tasks are seriously on the 


INA grew like Topsy into a 
sprawling conglomerate under the 
Yugoslav self-management system 
with hotels and stakes in other 
tourist related activities. But its 
problems took on a different • 

dimension in the late 1970s after a 
disastrous decision to expand 
downstream into petrochemicals in a 
joint venture with Dow Chemical. 
This broke down in 1981 when Dow 
pulled oat, leaving INA with a less- 
or around $400m and a huge debt 
burden. 

An over-engineered $700m 
ethylene cracker and related 
downstream petrochemical plants 


for polyethylene, polystyrene and 
PVC on Krk island, near Rijeka, 
came onstream just as the 
petrochemical product market - 
turned down. ~ 

The collapse in prices was the 
last straw in a badly-conceived 
joint venture relationship 
between Yugoslav-etyle 
"self-management" and a hard-nosed 
US corpora tio n. 

In 1990, at the start of the break-up 
Of Yugoslavia, the Croatian 
government scrambled to take 
control of the bulk of INA’s assets, 
which were largely based in 
Croatian territory, hi 1992, the 
company began a re-structuring 
programme, stripping out ancillary 
activities such as tourism and 
concentrating on its cone business of 
oil and gas exploration, refining and 
• marketing. 

But little was done while Croatia 
was at war, and both the company 
and Privredna Banka became 
channels for the PmanHn ff and 
transport of arms and other 
war-related deals. 

The incestuous links between INA 
its bankers and powerful figures in 
the ruhngHElZ kept progress fitful 
until last year when technocrats 
within the government with the 
president’s hacking, shifted 
responsibility tor $480m of loan 
principal and .related interest 
EaMttties from PBZ to the 
RefcabffitationAgency . 

The bad loans related primarily to 
the group’s petrochemical -• ' 
operations. It also appointed a new 
top management team for both toe 
bank and for INA. 

INA is now headed by Mr Davor 
Stem, toe former economy minister. 


His brief is to make the company 
profitable and prepare it for 
privatisation and a listing an toe 
London stock exchange by 1999- 

"We have four or five years to 
bring the company up to world 
standards,” says Mr Stem. TNA will 
be privatised after we have finished 
restructuring, to get the best price. 
Around 30 to 85 per cent of the 
company win be up for sale, but not 
the reserves of oil and gas. 
Meanwhile, we are looking for 
strategic partners, or rather tactical 
partners, to modernise several areas 
of the business.” 

The $lKnn loan arranged by 
Bankers Trust is designed to 
facflztate this process by allowing 
INA to restructure its remaining 
debt and retire expensive local bank 
loans. It will also be used to finance 
upgrading refinery operations and 
its network at petrol service stations 
which face growing foreign 
competition. 

"If we can’t compete with our two 
local refineries we should not be 
alive,” Mr Stem adds. 

INA’s spun-off assets now belong 
to toe Bank Rehabilitation Agency, 
but some are still managed by INA, 
whose own assets now consist 
mainly of a refinery near Rijeka and 
another inland refinery at Steak, 
together with small on and offshore 
oil and gas fields in Eastern Slavonia 
and the. Adriatic. 

It also retains strategic stakes in 
toe deep-sea oil terminal at 
OmiSaljk. near Rijeka, and the Janaf 
pipeline. 13118 was built to transport 
oil from the terminal to refineries in 
Hungary, former Czechoslovakia and 
throughout former Yugoslavia. 

INA, which has slimmed its 


workforce from 27,000 to 17,000 over 
the past three years and plans to 
lose a further 6,000, remains 
Croatia's largest company and 
biggest employer. It currently 
produces lJ5m tonnes of crude oil 
and 2bn cubic metres of gas 
annually and imports a further 4m 
tonnes of oil and lbn cu metres of 
gas. The company is currently 
. exploring with Agtp a p romis i n g 
new gasflald off Pula, and its Crosco 
subsidiary is drilling for odl in 
Angola, Syria and Albania and 
working an service contracts in 
Russia Ukraine. 

But it is INA’s 33 per cent stake in 
the Janaf pipeline, whose other math 
shareholders are the Croatian 
pension and privatisation funds, 
which could be one of toe company's 
most attractive assets. 

The pipeline was designed as an 
alternative to Russia’s Druzhba 
pipeline, but INA is currently in 
talks with Russian oil companies. 
They want to be able to reverse toe 
flow and make it possible to export 
Ru ssian oil and rising quantities of 
Caspian a pd central Asian oil. 

Deutsche Morgan Grenfell is 
currently studying a JL20ta project 
which involves a doubling of 
pipelines in parts. Oil would still 
flow from toe terminal to refineries 
in Croatia and central Europe, but 
new pumping stations would also 
allow up to 16m tonnes of Russian 
off annual ly to pass through the 
existing Druzhba pipeline and down 
Janaf to the northern Adriatic. A 
deal with the Russians Is "unlikely 
before 1998, however,” Mr Stem 
warns. 

Anthony Robinson 


Ericsson finds reservoir of talent 


The home-grown talents of 
Croatia’s software engineers, 
most of whom develop their 
computing skills no farther 
afield than Zagreb 
University, were a crucial 
component of Ericsson’s 
decision in 1993 to acquire 
an equity stake in a local 
telecoms equipment 
supplier. 

The Swedish telecoms - 
manufacturer was the only 
bidder in an international 
tender to privatise Nikola 
Tesla, a Zagreb-based 
company named after a 
distinguished Croatian 
scientist It stiff, took 16 
months, however, to work 
out a deal with toe Croati an 
Privatisation Fund (CPF) 
because of political 
Infighting and ma n agement 
objections to h a nding over 
control to a foreign 
company. 

Croatian anxieties about a 
foreign takeover were 
eventually assuaged when 
Ericsson agreed to acquire a 
49 per cent stake in toe 
company, leaving SO per cent 
in the hands of about 
4JSQQ small shareholders, 
mainly company workers 
and pensioners. The 


remaining 1 per cent is held 
by the CPF. The deal carried 
a DM70m price tag, but 
Ericsson paid just DM2Qm in 
cash with the remainder to 
be covered by supplies of 
equipment over several 
years to HPT. toe Croatian 
state telecoms operator. 

“We now have 500 to 700 
good engineers being 
integrated with the Ericsson 
system,” says Mr Per Olof 
Sjostedt, president of what is 
now Ericsson Nikola Tesla. 
“There is alert of qualified 
and useful competence here 
- in software engineering 
and testing- This is a global 
resource centre for toe 
group.” 

Since assuming - 
management control, 
Ericsson has reduced the 
2^00 workforce by about 10 
per cent, but the SO 
engineers who gave up their 
jobs were immediately 
replaced by young -• 
locally-trained entrants. 
"They are extremely well 
qualified. We’ve already lost 
some people to Ericsson, 
itself; and a few have gone to 
the US.” Mr Sjostedt says. ’ . 

The Tesla employees’ 
expertise is partly toe result 


of a relationship with 
Ericsson which goes back 
more than 40 years to a 
licensing agreement with 
what was then a small 
workshop producing 
equipment for the Yugoslav 
telephone utility. Tesla 
started to manufacture the 
AXE-10 digital switching 
system, Ericsson’s main 
product, under licence in the 
1970S. 

Digital switches made in 
Zagreb were supplied to 
Croatia and the rest of 
former Yugoslavia, as well 
as exported to the Soviet 
Union. Tesla is expected to 
remain a platform for 
exports of Ericsson switches 
to Russia and the former 
Soviet republics, where 
demand for digital 
equipment will rise as 
fixed-wire networks are 
expanded. 

Exports accounted for 61 
per cent of Tesla’s DM250m 
turnover last year. Mr 
Sjostedt says. But Croatian 
officiate claim this figure 
does not include the value of 
exports of Zagreb-designed 
software transmitted 
directly by satellite to 
Ericsson's other software 


centres in western Europe. 

Tesla remains Ericsson's 
only acquisition in eastern 
Europe, although a great 
field project was set up in 
Hungary. The main 
difficulty at Tesla, which has 
yet to be overcome, has been 
"shifting from the historic 
legacy of a 

production-oriented culture 
and introducing the. 
customer concept”, says Mr 
Sjodstedt. 

Ericsson faces strong 
competition in eastern 
Europe from Siemens of 
Germany and France's 
Alcatel group, as public 
telecoms operators invest to 
bring telephone density from 
under 20 per cent closer to 
the EU average of around 45 
percent 

An international market 
leader in mobile telephony. 
Ericsson has supplied an 
analogue cellular system to 
HPT, while Siemens has set 
up a GSM network. Both are 
fully-owned by the state 
operator. Ericsson has also 
supplied a GSM system for 
Sarajevo. 

In Croatia more than 28 
per cent of the population 
already have telephones and 


density is steadily rising. 
HPT has been installing 
digital lines, which give a 
substantial boost to 
revenues because calls can 
be time-charged, at the rate 
of 400,000 yearly. Tariffs 
have risen above the EU 
average, making HPT the 
most profitable Croatian 
company, according to 
government o fficials. 

‘'HPT has an aggressive 
investment policy, unlike 
other state operators in this 
region,” says Mr Sjostedt "It 
has gone about 
modernisation in an orderly 
way. upgrading the 
international network first 
then enhancing the Zagreb 
city network and moving on 
to Split and Rijeka, it has 
been able to finance 
investment entirely out of 
profits.” 

HPT is slated for partial 
privatisation next year. As a 
local supplier hooked up 
directly to Ericsson's catting 
edge technology. Tesla 
expects to benefit from the 
further boost to investment 
that privatisation is expected 
to bring. . 
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A crucial element'fjn toe? 

- strategy jof : 

lines’ is to help de^dop toe 
' up-market sector of Groa- 
' tin’s tourism industry. by - 
direct fffgbtsrfroinTSiro-. 

• peso cities, to tbe -foadii : 
and island airports- which 
.serve Europe’s mostspec- 

fawitnr ■ 

“We believe than la a big 

potential market for people 
' trim bve in cities within a . 
couple of hours’ flying time 
'from here, some of them 
-with holiday: homes or 
yachts, who are able and 
willing to fly down fre- 
quently for. extended week- 
ends or short breaks,” says 
Mr “Ivan MISetifi, the air- 
line’s recently-appointed 
president and chief execu- 
tive officer. 

- After a tough year In 
1995, 'when Croatia’s air- 
spate was closed hecanse.of 
tigbpng m western Slavo- 
'nia foflowed by Operation 
Storin at tim heighl af the 
summer tourist season , toe 
' company ; made a small 
profit last year. That there 
was a'a £L£ per cent rise in 
itessenger traffic, which , 
pushed revenues up to 
. $il4m from $9 5m in the 
previaas year . ■ 

. 'With Easts' holiday truf- 
fle pointing to a 20 pcfr cent 
rise in tourist numbers this 
year, the airline l s gearing 
up for a further substantial 
rise in, business. The sum- 
mer timetable includes new 
fligbfe'betwtem Zagreb mid 
Milan and Madrid, .and.' 
from Zagreb via Pota to 
Amsterdam, London and 
Zimtch. 

.. The surest sign of confi- 
dence was the recent deci- 
sion to buy six new AB19 
Airbuses costing 2270m and 
a further $60m for the 12 
CFM-56 engines to power 
them. Delivery of the first 
A319 is scheduled for Janu- 
ary next year, but the deal 
with Airbus Industrie 
includes; the dry tease of an 
A320 model which will 
come into' service in June 



IwnMBeBfe sees short-tenn tr a wsl to re providing a new market 


in time for tills year's peak 
summer season. 

The decision to opt for 
Airbus . came, as .a bitter 
blow to Boeing, which 
fought hard to persuade the 
airline to stick with toe US 
company and upgrade the 
fleet of five Boeing 737-200 
aircraft - stone 14 years old 
- which it acquired from 
Lufthansa in 1992. 

Tfre Zagreb rumour wrfn 
has It - that the derision to 
ditch Boeing was taken in a 
fit of pique after American 
TV revealed that .President 
Jfranjp Tudjman was receiv- 
ing medical treatment for 
cancer in the Walter Reed 
hospital. But senior airline 
officials strenuously, deny 
toe charge. “It was a seri- 
ous decision taken after 
serious technical and finan- 
cial, investigation,’’ they 


The switch to Airbus will 
give tiie airline a new fleet 
of six aircraft supple- 
mented by three ATR-42 
t ur b opro p* by the turn of 
the century. If has the 
option to order aftutfaer 10 
aircraft and toe right to 
exchange them for larger 
A320 and A321 aircraft 


after the delivery of the 
first four A319*. 

The switch to Airbus will 
not affect the current main- 
tenance arrangements with 
Lufthansa. . The German 
flag carrier tods a mixed 
fleet of Boeings and Air- 
buses and has been respon- 
sible for servicing the Cro- 
atian Airlines fleet since it 
sold them its ageing 737s 
five years ago. ’ 

Looking farther ahead, 
the . airline Is planning to 
move beyond its current 
European dimension and 
take on . international 
routes to serve those of the 
. Sm strong ' Croatian 
diaspora now living in 
America, Australia and 
Africa. As a first step It 
recently signed a “pro-rate 
agreement” with Virgin 
Atlantic, under which 
passengers will fly from 
Zagreb to London with 
Croatia Airlines, and 
connect there with Virgin 
for low cost flights to New 
York, Boston and 
Washhigton. 


Anthony 

Robinson 
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Progress, 

Ai C Jot€VCf}2C?2 1 in the creation of 
remarkable products such as AZITHROMYCIN, sold 

Leadership , 

primarily under the trademark Sumamed and 

Zithromax, and a diversified and balanced product 

Innovation , 

portfolio which includes pharmaceuticals, vitamins, 

bulk chemicals, foodstuffs, animal health and agro- 

Value & 

chemicals. and cosmetics are the cornerstones for 

future success giving us a competitive edge on the 

Achievement 

world stage. % 
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Attempting to discard a Balkan 



op? 1 **, -j 


Cash is sought to create 
a thriving state 
from the wreckage 
of Yugoslavia 

Croatia is determined to throw off its 
image as an appendage of the unstable 
Balkans and downplay its recent social' 
1st past It is wooing foreign investors 
to come and help create a prosperous, 
law-based central European state from 
the wreckage of multi-ethnic and multi- 
cultural Yugoslavia. 

The government's rejection of any- 
thing “Balkan” was highlighted 
recently by its refusal to have any deal- 
ings with an investment conference 
aimed at attracting investors to the 
region as a whole. 

"Inviting Croatia to take part in a 
Balkans investment conference was 
like inviting Kuwait to participate in a 
Zionist fund.” says Mr Damir Ostovic. 
the assistant minister for privatisation 


as he ex plain* Zagreb’s refusal to take 
part in the London launch by the Hong 
Kong-based Regent Pacific Group of its 
new “Balkan Investment Fund”. 

Last year's IPOs by Pliva and Zagre- 
bafiks Ran ka put Croatia on the inter- 
national investment agenda. Its status 
was given a further boost in the eyes of 
the foreign community last January 
when it gained its first international 
credit ratings from Standard & Poor's 
and IBGA, which rated its long-term 
foreign currency debt as BBB and 
short-term as A3. Local currency debt 
was given an A long-term rating. 

Up to now, however, foreign direct 
investment has been relatively modest 
at about DM5Q0m, with Germany. Aus- 
tria, Switzerland and Sweden leading 
the charge. The Swedish contribution 
reflects one of the biggest strategic 
investments - Ericsson's purchase of 
48 per cent of the Nikola Tesla elec- 
tronics and telecommunication equip- 
ment company for DMTOm. 


Foreign investor interest is still ris- 
ing, although some of the more astute 
investment bankers warn that the 
quality of most companies being 
encouraged to make an initial public 
offering and seek a foreign listing is far 
below that of Pliva and Zagrebafiks 
Banka, which are exceptionally well 
managed. 

The European Bank. for Reconstruc- 
tion, with an investment portfolio of 
about $4 00m, is the single biggest 
investor In the country, while the Cro- 
atian Investment Promotion Agency 
estimates that total foreign investment 
doubled to $280m last year. Several for- 
eign investment banks are scurrying 
around trying to persuade second-tier 
companies such as the Bade Kanfiar 
engineering group or the Podravka and 
Eras food processing and confectionery 
companies, that they should emulate 
Pliva and ZB and go for an IPO and a 
foreign listing. 

Future foreign interest is more likely 


to focus on a Hungarian-style privatisa- 
tion of the main utility companies, 
inrinriing HPT, which is preparing to 
divest itself of the postal division that 
accounts for the bulk of its current 
workforce. “There is great interest 
Everyone is here,” says Mr Borislav 
Skegro, the deputy prime minister in 
charge of the economy. Goldman 
Sachs, Merrill Lynch, Darwa, Deutsche 
Morgan Grenfell, Creditanstalt and 
Rothschilds are all preparing to make 
presentations to the government, he 
adds. 

The attractiveness of Croatian utili- 
ties has been enhanced by the govern- 
ment’s decision in 1883 to abolish sub- 
sidies and allow the utilities to raise 
their tariffs to international levels 
while remaining state monopolies. This 
was part of its overall macro-stabilisa- 
tion strategy. The result is that HPT, 
the most profitable of the state utili- 
ties, posted a 1995 profit of K436m in 
spite of heavy investment spending on 


new lines and equipment Mr Skegro 
predicts that about one third of HPT 
could he floated in London for about. 
$lhn. “Croatian telecoms : is a sure bet 
Every major investment . bank in. 
Europe has researched it, b he says. 

janaf, the Adriatic: ofi pipeline com- 
pany which is one-third owned by I NA, 
the oil and gas company, and by CPF. 
and the government pension body,, is, , 
another company with considerable 
investment potential, ^especially . If 
plans to transport 15m tonnes of Rus- ' 
oil bear fruit Deutsche Morgan - 
Grenfell is preparing a study that could 
lead to an international offer. INA 
itself is also a longer-term candidate 
for privatisation alongside HPE, the 
state electricity monopoly. . 

Elsewhere. Nestifi has been wooing 
Kras, the chocolate and confectionery 
company, but without success as the 

confectionery -maker hasdedded to try 

to follow the trail blazed by Pliva and 
retain its independence by raising capi- 


tal RiTmig h an IPO : and a foreign Hat- - , 

mg 

. Bade Koncar, which sufllESred badily - 
from the- loss of former Yugoslav mar-; 
hets and heavy foreign competition,, 
-has laid off 4,000 peoplein the past : five 
: years' and selected Deutsche Morgan- 
nrerrfp.il tn raise pMlOSin.throug^i: an 
IPO' or placement with a strategic 
.investor. ' • : V . 

to a bid to attract new -greenfield 
; investment - Croatian 'h&$. .established, 
four “free 'zones” "this year, with, tower 
land rates; tar breaks and no customs 
duties. The South Korean conglomerate 
' Rnynienng '■ has taken the. bait 'and is 
investing Jn a ' container ,• terminal at 
Rqeka: 

The . aLU ac.tlvei f tes& ofjtbe country's 
biggest port wiBhe^enbancgd when .a 
motorway - now under - construction . 
offers gawipr giriif- quicker communica- 
tion both- with the rest of Croatia and 
through Slovenia to - the Italian and 
central European motorway network- 


PRIVATISATION • by Guy Dinmore and Anthony Robinson 

Voucher scheme to 
benefit war victims 


Internationally, 
the programme is 
seen as a success; 
at home, there 
are suspicions 

Croatia's drive to privatise 
the state sector and lure for- 
eign investment began about 
five years ago under the 
most inauspicious circum- 
stances. The newly-indepen- 
dent country was at war, 
one-thud of its tezrttory was 
occupied by Serb rebels and 
it had inherited a legacy of 
more than four decades of 
socialist misrule. 

In spite of the pressing 
diversions the government 
moved ahead with privatis- 
ing small enterprises, shops 
and flats and in 1993 it 
agreed to the partial privati- 
sation of the coon try’s best- 
known company, the Pliva 
pharmaceutical group, and 
its second biggest and best- 
managed bank, Zagrebacks 
Banka. 

The sale of stakes in the 
country's best companies 
dramatically raised Croatia's 
profile among international 
investors. Both companies 
are now quoted on the Lon- 
don stock exchange as well 
as dominating the local 
Zagreb stock exchange. 

Nearly two years after the 
end of hostilities and with 
its frontiers secured, the 
economy is 60 per cent in 
private hands and Croatia is 
entering the last stages of its 
privatisation process with a 
voucher scheme similar to 
that which the Czechs used 
to start their privatisation 
five years ago. 

The start of the voucher 
scheme has been delayed, 
but is expected before the 
June 15 presidential elec- 
tions. The main beneficiaries 
will be several hundred 
thousand war victims. They 
are waiting to be given 
assets worth a nominal 
DM3bn held by the Croatian 
Privatisation Fund. Voucher 
privatisation will stimulate 


the creation of Croatia’s first 
investment funds, which are 
expected to be formed 
this year. Foreign fund man- 
agers are laying the ground 
work. 

Much more important for 
the future shape of the 
Croatian economy will be 
the government's 
willingness to introduce over 
the next two years special 
legislation to sell substantial 
stakes in state-owned 
utilities, such as the oil 
company INA, the electricity 
company HEP and the state 
telecoms company, HPT. 

HPT, which has invested 
heavily fn fibre optic cables 
and new lines over the past 
five years, is expected to be 
the most sought after by 
foreign investors. But 
privatisation could take 
some time as HPT is still 
structured as a traditional 
post and telecomm- 
unications monopoly. The 
postal services have to be 
hived off before privatisation 
of the lucrative telecomm- 
unications sector can start 
Sales to strategic investors 
or by an initial public offer 
(IPO) are due to be 
completed by the end of the 
century. 

In spite of its widely 
acknowledged success 
abroad, however, many 
ordinary Croatians view 
the privatisation process 
as a system riddled with 
corruption that suddenly 
enriched a handful of 
unknown entrepreneurs 
with close ties to the 
ruling Croatian Democratic 
Union. 

One businessman 
estimates that 10 per cent to 
15 per cent of shares were 
corruptly acquired, 
sometimes through a system 
of sealed bids. “People came 
from the communist political 
arena, where corruption was 
very big, so it was to be 
expected. But we will see at 
the end who are the good 
managers." he says. 

A scandal erupted last 
year when it was revealed 


that more than 9,000 people 
had exceeded the DM20,000 
limit on the value of shares 
allotted to each citizen at a 
discount, depending on their 
length of service. Offenders 
included the mayor of 
Zagreb, the architect of the 
privatisation law, the head 
of the tax office and at least 
two deputy ministers. 

Mr Hrvoje Tadin, head 
of the business group 
Hita-Consultmg, warns that 
there is little protection for 
small shareholders in 
Croatia, where some became 
big shareholders in “times of 
confusion and anarchy”, not 
through entrepreneurial 
skill, “but rather by relying 
on the political system or by 
finding loopholes in the legal 
sy s tem.” 

He adds: “Many are 
satisfied with the 
monopolistic annuities they 
have managed to grab. 
Because of this attitude big 
shareholders of this kind 
will obstruct development. 
Meanwhile, people are being 
laid off and suppliers are 
being replaced, while 
high-ranking functions are 
centralised at the top. Little 
has changed with 
privatisation, except for 
ownership." 

Mr Franjo Lukovic, 
president of Zagrebafiks 
Banka, whose shares are 
traded on London’s SEAQ, 
acknowledges the problems 
but says better times lie 
ahead. “Privatisation is 
politically influenced and 
struggled over in every 
country," he said. "Our 
process started during a war 
when no foreign investment 
could he attracted and it was 
also a period of economic 
decline. It was not easy to 
sell at the best possible price 
and to satisfy all sectors of 
the population. Privatisation 
has been successful under 
the circumstances. 

“But it's just a first stage. 
The capital market is only 
starting to develop. We will 
have dynamic changes over 
the next two years.” 



Tourism sails to 


In the last pre-war year of 1990, more than 7m foreign 
to uri s t s spent 45.8m nights and an estimated 92JZbn, 
mainly in Istrla and along the Island-studded Dal mati a n 
coast which was virtually cut off from the rest of the r - 
world when Serb rebels blocked the rail aid road rdutes, 
unties Guy Dinmore. . >• ■•••?. '■ " : ‘ ; • ! ’ > 

Last year, with the transit routes and afrways^opea. 
again, tourist “night stays” rose 67 per emit from fb® 
war-depressed 13m of 1995 and the government has just : 
allocated $50in to help upgrade anhrepafr frotelsoni - 
resorts which served as refugee camps. • 

But the old days of mass tourism are numbered as 
Croatia heads iqi-market. Futnre investment will tie . 
concentrated in higher quality, better service and 


Split has potential, but effort in atb ac tw i g foreign tourists is lacking 


nntoc Anthony RoMnaen 


facilities, as well as hotels and holiday homes. One 
pifority is restoring Dulnxrraifc and fo marina as. the 

“pearl of the Adriatic**. Some’ companies report that 
demand is picking np Wefl,=especiaHy among German 
tourists. 

Zadar Is an Meal st a rt i ng point to implore the Kornati, a 
string of the most rugged islands to. the Mediterranean 
and Adriatic. 

Memories of conflict bedevil Split, whereCroatlan 
refugees still occupy some hotels and fitfle effort seems to. 
have been made to entice foreign holidaymakers back. 
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THE STOCK MARKET * by Guy Dinmore 


Slow progress made in Zagrei! 


.• •• -t 


Lure of London 
threatens to hold 
back the 
development of 
local trading 

Zagreb's fledgling stock 
exchange is struggling to 
make its mark, even though 
turnover is growing rapidly. 
The privatisation process 
began over five years ago, 
but so far only three compa- 
nies have fully listed, while 
70 are traded on an unregu- 
lated market, only 15 of 
them actively. 

“The majority of compa- 
nies are not ready to come to 
the market and face full 
exposure and the danger of 
being taken over," says Mr 
Marinko Papuga, general 
manager or the Zagreb stock 
exchange, which was estab- 
lished in 1992. 

Croatia's two most suc- 
cessful companies, Zagre- 
bafiks Ranka and the phar- 
maceuticals concern Pliva, 


are quoted in London , and 
other aspiring companies 
appear more eager to raise 
capital there than at home. 
“We are a very young mar- 
ket and cannot raise a big 
amount of capital locally,” 
says Mr Papuga. "That’s 
why Pliva went to London. 
But if we lose all our busi- 
ness to London we won't 
have the chance to develop a 
local market” 

Foreign investors, espe- 
cially London-based fund 
managers have been the 
most important traders in 
Zagreb in recent, months. 
"Foreign fund managers 
were crazy about buying 
Croatian stocks but had only 
two to go for," Mr Papuga 
said. Pliva’s share price has 
risen nearly six times since 
its flotation a year ago. 
partly in response to the 
mismatch between supply 
and demand . 

Of the $2.3bn reportedly 
invested by more than 30 
international investment 


funds in central and eastern 
Europe by the aid of Janu- 
ary this year, Croatia's share 
was only 3 per cent, com- 
pared with 28 per cent in 
Poland and 23 per cent in 
Hungary. But the share is 
rising. 

Daily turnover on the 
Zagreb exchange is averag- 
ing over DM2.5m this year, 
compared with a total in 
1996 of DM366m. Market cap- 
italisation at the end of 
March totalled $326bn. 

Companies expected to 
become fully listed in the 
near future include Pod- 
ravka (food processing;, 
Kras (confectionery), Rade 
K on car (engineering), and 
the Adriatic oil pipeline com- 
pany Janaf. Next year may 
see the flotation of two lead- 
ing utilities in oil tele- 
coms. 

Two issues of domestic 
bonds denominated in 
D-Marks are also traded. The 
JDA series carries a 12 per 
cent coupon and the JDB 


series 8 per cent. “They, are 
very popular with foreign 
investors,” Mr Papuga notes, 
due to Croatia's relative 
political stability. At the end 
of 1996. the Croatian govern- 
ment also successfully raised 
K300m through, a trwo-year . 
eurobond issue in the. local: 
currency, with a coupcn on 
12.5 per cent 

Trading is executed 
through an on-line dealing 
system developed by the' 
exchange when it had no for- 
eign backers during the 
1991-95 war, but is hampered 
by a lack of infra s truc ture . A' 
securities and exchange 
commission is still , being 
organised, but Mr Papuga 
describes it as “understaffed 
and under-budgeted". 

Physical share certificates 
do not exist and there is no - 
central repository. Share reg- 
isters are still run by compa- 
nies themselves, creating 
much work for messengers .. 
who run from premises to 
premises to register trades. 


. Settlement can take up to 40 
; days on the unregulated 
market- Croatia also bas'two 
unofficial overibe-counter ; 
markets; on Varazdin and - . 
Qsfiek, but volume , there is 
much lower than in Zagreb. 

. Mr Mich ae l' Glazer, direc- . 
tor of Ahchtor, Securities, 
which describes itself as the : 
only US-affiliated financial v 
institution in Croatia, is J 
bullMj;aboiit JZagreb’B.pros-. -. 
pects. ' 

“Croatia probably offers 1 . 
the most favourable risk-re^, 
ward, combination in centra! 
and eastern Europe,” he 
says. “Returns on debt, and 
equity instruments are “high i 
for a country rated invest- ' 
meat grade and for which. ; 
the true level of risk is sig- 
nificantly lower than those " 
new .to the market appreci- - 
ate." . . 

He claims .that Auditor. . 
achieved, returns “substan-, , 
tially in excess of 50 per , 
cent" for its clients in Croa- 
tia in 1996. 
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ELECTRICITY PRODUCTION 

TRANSMISSION 

DISTRIBUTION 

ELECTRIC POWER SYSTEM CONTROL 


UUCAGRADA VUKOVARA37, 10000 ZAGREB 
TEL. ++385/ 1/6 1-25-11 1, FAX. ++385/l/6I-7(W30 
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FOR NEW CENTURY 



konCar- ELECTRICAL INDUSTRIES Inc. 
CROATIA - ZAGREB, Fallerovo SetaliSte 22 
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THE FIRST REINSURANCE COMfKNY IN CROATIA 

ALL BRANCHiil & 


10000 2AQREB, MIRAMARSKA 2Z CROATIA ' ■ ' 
PHONE: 61 70 211, FAX: 61 70 366, TLX: 21210, POB: 948 
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